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IRBER BURNERS Assure the Finest 
ame Principle—Correctly Applied! 


At the root of Barber Burners’ success is a basic combus- 
tion principle embodied in the unique Barber Jet—a method 
which has never been approached in any other gas conver- 
sion burner. Fully protected by patent, abundantly tested 
by 20 years’ experience, this Jet stands alone in permanent efh- 
iency. Furthermore, all Barber Burners, round or oblong, are so 
djustable as to fit accurately the boiler or furnace firepot, and to 
ubject the heating surfaces to a direct “scrubbing” flame action, 
without the half-way measures of fire brick or refractory ele- 
ments. Barber Burners generate maximum resultful heat with 
minimum fuel expenditure. Likewise do they generate sales ap- 
eal, pleasant customer relations, freedom from servicing—all 
OOD BUSINESS for YOU! 
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BARBER GAS BURNER CO., 3704 Superior Avenue, Cleveland, Ohio 


© BARBERSZ2“SBURNERS~ e 


For Warm Air Furnaces, Steam and Hot Water Boilers and Other Appliances 
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99 You can speed up the work of obtaining detailed records and analyses by 

00 employing the International Business Machines Service Bureau. 

Through the medium of punched cards and International Electric Book- 
6 keeping and Accounting Machines, this organization will prepare Rate 

10 Analyses, Customer Market Analyses, Inventory Tabulations, and many 

e other important records and reports. 

58 Our wide experience in payroll methods and machines also places this 
organization in a position to render valuable assistance in the preparation 
of required payroll and Social Security records. 

International Business Machines Service Bureaus are located in principal 
sae cities and will work with you on a part-time or complete-job basis. 
Naturally, the strictest confidence is an underlying principle in the handling 

@ of all data. Call your nearest International office for complete information 
today. 

lied 

ties 

eae INTERNATIONAL BUSINESS. mae CORPORATION 

b 

. World Headquarters shes Branch Offices in Principal 

00 590 Madison Avenue, New York Y. Cities of the World 
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Fe some years before the recent session of 
Congress, the idea of zoning railroad 
passenger rates on a basis similar to that used 
by the Post Office for handling parcel post 
had been looked on as almost the exclusive 
property of former State Senator John A. 
Hastings of New York. And the numerous 
Congressmen, government officials, editors, 
and others whom the zealous Mr. Hastings 
tried to convert appeared to be perfectly will- 
ing to let it stay that way. 


THis year three developments occurred in 


Washington which seemed to entitle Mr. 
Hastings’ proposal to a more respectful at- 
tention. First of all, there was a bill (H. R. 
5579) introduced in the House of Representa- 
tives by Congressman Lempke of North Da- 
kota which would provide for the postaliza- 
tion of transportation rates. Explaining his 
bill in a recent extension of remarks in the 
Congressional Record, Representative Lempke 
said that “unless we discover some method 
by which these roads can again be made self- 
sustaining, the government will have to take 
them over.” The Congressman’s remedy to 
get away from this “dilemma” was the Hast- 





THOMAS L. NORTH 


Is the public ownership movement slowing 
down in terms of municipal election 
successes? 


(Sree Pace 339) 
SEPT. 14, 1939 





the Editors 


Seeeeeieen a 





CHESTER MERRILL WITHINGTON 


He sees the holding company as the “angel” 
which launched power production. 


(SEE Pace 356) 


ings plan, which he said would solve the rail- 
road problem once and for all, not only for 
the railroads, “but for all of us.” 


OF course, cynical Washington observers do 
not ordinarily take the introduction of a bill 
in Congress so seriously, especially one intro- 
duced by Representative Lempke. But that 
was not all. There was actually passed by the 
Senate in the recent session, a joint resolu- 
tion authorizing the Interstate Commerce 
Commission to make an investigation of the 
Hastings plan for postalization of passenger 
fares. Indeed, in its original form the resolu- 
tion would have authorized and directed the 
ICC to make a thorough study of the plan, 
both as to freight and passenger rates, and 
report the results with recommendations to 
the Congress. As approved by the Senate, 
the ICC need only make a “preliminary in- 
vestigation” limited to passenger fares. 


Since the 76th Congress did not expire 
with the recent session, this resolution can 
be taken up by the House at the next session 
where the Senate left off. And even though 
it would leave the ICC with certain discretion 
in the matter, it is exceedingly likely that 
the commission, if the resolution is finally 
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IRE ROPE 1S THE LIFE-LINE: 
ON YOUR BUCKETS— 


and GILMORE PRECISIONBILT WIRE ROPE — 
made of J & L Controlled Quality Steel — 















helps you protect life and your investment 
















pod wire rope is good insurance against costly breakdowns, delays and injuries. And good rope — rope 
at lasts and gives long, safe, economical service — must be formed with precision from wire drawn from 
e finest steel. 
In Gilmore Precisionbilt Wire Rope — made from J & L Controlled Quality Steel — you get this com- 
ation of security and service. For the quality of J & L Steel is controlled from the grading of the iron 
es to the drawing of the steel wire. And this quality-controlled wire is formed into Gilmore Rope on the 
est type of machines — in the country’s most modern wire-rope plant — by skilled 
en who work with the knowledge that sometime in the life of every rope they make, 
man life may depend upon its performance. 

here is a Gilmore Precisionbilt Wire Rope for every materials handling need. Write 
lay for our catalogue — describing the full range of ropes we make. 







ONES & LAUGHLIN STEEL CORPORATION Jab 


GILMORE WIRE ROPE DIVISION 


MUNCY, PENNSYLVANIA 










&L— PARTNER IN PROGRESS TO AMERICAN INDUSTRY 
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8 PAGES WITH THE EDITORS (Continued) 


approved, will not ignore the opportunity to 
air the mechanics of the plan before Con- 
gress and may even do so quite sympathet- 
ically, 


FINALLY, there have been unofficial state- 
ments in Washington during the past year by 
those in authority—Commissioner Paul A. 
Walker of the FCC for one—to the effect 
that the application of the Hastings plan to 
long-distance telephone rates might be well 
worth looking into. Now that its special tele- 
phone investigation has been completed and 
its radio monopoly inquiry is drawing to a 
close, the FCC may be looking around for a 
special assignment of its own along this line. 


AND so it became almost an editorial duty, 
in the interest of keeping FortTNIGHTLY sub- 
scribers well posted today on the regulatory 
developments of tomorrow, for us to present 
an article discussing this timely subject. In 
this issue Dr. Harotp D. Koontz, assistant 
professor of economics at Colgate University, 
tells us just what the Hastings plan would 
mean to the American railroad lines. Dr. 
Koontz was born in Findlay, Ohio, and edu- 
cated at Oberlin College and Northwestern 
University. He received his Ph. D. from Yale 
University where he held a_ Strathcona 
Memorial Fellowship in Transportation. He 
taught various economic subjects at Duke 
and Toledo universities before taking his pres- 
ent post at Colgate. 


¥ 


1TH the semblance of peace settling over 

the Tennessee valley and a _ com- 
bined spirit of belated conservatism and 
economy hovering over Congress, now seems 
about as good a time as any to take inventory 
on the program of public ownership of 
municipal utilities which has been pepped up 
so continuously for the last six years by the 
pressure of Federal aid. This is not to sug- 
gest that the public ownership tide has 
definitely turned or necessarily abated, but at 
any rate we do seem to have a temporary 
breathing spell during which we can sort of 
catch up with the situation. The extent of 
the Federal aid program is susceptible to fair- 
ly accurate charting, but the results of 
numerous municipal ownership elections 
which have been happening so irregularly and 
in such out of the way places are rather 
difficult items for the research microscope. 


BE that as it may, in this issue (page 339) 
THOMAS L. NortH, a public utility analyst 
on the staff of Standard Statistics Company, 
Inc., has attempted to track down the elusive 
municipal ownership election results and seems 
to have captured enough of them to do an in- 
teresting study on the public ownership trends 
in the light of political performance. Mr. 
NortH is a graduate of the University of 
California (A.B., ’31) and the Harvard 
School of Business Administration (M.B.A., 
33). For the past six years his work has 
consisted primarily of analytical studies in in- 
dustrial and utility securities. 
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HAROLD D. KOONTZ 


Railroad passenger fares on a hostage stamp 
basis may be the prelude to putting the rail- 
roads under the Post Office. 


(SEE Pace 349) 


HESTER MERRILL WITHINGTON, whose 
C article entitled “The Electric Utility's 
Angel” appears in this issue (page 356), tells 
us that he had never seen Bunker Hill monu- 
ment, although born and raised in greater Bos- 
ton, until some years ago when he returned 
home for a visit with a New York business 
acquaintance who expressed a desire to see 
that historic spot. This little personal experi- 
ence, the like of which has happened to so 
many of us who are reared in the shadow 
of some national historic shrine, approaches an 
analogous explanation of Mr. WirTHINcTOoN’s 
sudden preoccupation with the pre-twentieth 
century history of the electric industry. 


For some years it appears he had been a 
director of publicity and advertising and had 
the routine duty of preparing periodical sur- 
veys of the utility industry, which took him 
back and forth across the historical land- 
marks of the electrical business almost as 
often as he must have passed by Bunker 
Hill monument in his youth. But, being an 
observing person, Mr. WITHINGTON soon be- 
came conscious of the fact that there was a 
period of twenty years or more for which 
the industry’s historical record was exceed- 
ingly and inexplicably meager. This gave rise 
to his obsession for digging into the early 
years of the electric industry. 


THE next number of this magazine will be 
out September 28th. 
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VULCAN VALVE HEAD, LG-1 


e Vulcan Automatic Valve Operat- 
¢ Head is an advanced development 


or the high and ever increasing higher 


ure and temperature conditions 
ncountered in modern steam plants. 
mplicity is the keynote in design and 
A piston valve steam 


operation—makes 

Heads the greatest step 
head in Soot Blower Design in the 
st 15 years. 


VULCAN VALVE ASSEMBLY 


Ican Valves of completely corrosion 
sistant materials and stainless steels 
designed for immediate accessi- 
lity; they are so successfully de 
ned that of thousands in use no 
ve of this type has ever failed in 
e. Vulcan construction permits 
ptation to every increase in pres- 
for modern boilers—no valve stems 
break—no opening or closing against 
‘am pressure—no regrinding of 
Ives is ever required—valve packing 
eliminated. All Vulcan Heads are 
uipped with Vulcan pioneer Under 
m Supports which have eliminated 
page of elements. 


Lowest Cost? ... NO! 
Highest Quality? 
emphatically YES! 


—VaLcAN— 


—are built with but one object—to provide industry 
with the highest quality equipment of this type it is 
possible to build. Every steam plant offers new 
problems in soot removal—Vulcan Engineers have 
successfully solved thousands of such problems. 
Vulcan installations are soundly designed, individually 
designed to do their work efficiently and economically— 
to cut fuel costs and provide real savings 
in steam production. 








From the desks of design and layout 
engineers to drafting room to factory 
craftsmen and to field service, Vulcan 
personnel takes pride in providing a per- 
sonalized installation, built to exacting 
standards for long service and economical 
operation—backed by a record of lowest 
maintenance, Ask the Vulcan Engineer 
representative why Vulcan must build 
to highest standards only. 


VULCAN VALVE DETAIL 





ulcan Soot Blower Corporation * Dubois, Pa. 
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Remarkable Remarks 


“There never was in the world two opinions alike.” 





—MONTAIGNE 





“Taxes—our main termite.” 


¥ 


“It has been said of some Federal agencies that they 
have an itch for power.” 


¥ 


“Public ownership is the vanguard of democracy, If 
it is defeated or delayed, democracy is defeated or de- 
layed.” 


5 


“Our confiscatory tax laws and our one-sided labor 
laws should be so amended that the investment of cap- 
ital will be encouraged.” 


¥ 


“No sane investor will subscribe for an issue of com- 
mon or even preferred stock in a company whose pre- 
ferred dividends are heavily in arrears.” 


¥ 


“Did you ever stop to think that our two major in- 
dustries which have been most rigidly regulated, rail 
transportation and power production, have fared worse 
than most other lines of enterprise?” 


¥ 


“The significant fact about these low [TVA] rates 
is that they recognize the great elasticity for demand 
of power, an elasticity which the industry in general 
has failed to recognize.” 


¥ 


“No runs, no hits, no errors, out of a flock of times 
at bat rather aptly describes the performance of the 
late lamented session of Congress, in so far as the 
broadcasting industry is concerned.” 


e 


“When two people bump together in chasing the same 
hat, it may amuse the onlooker; but when two great 
agencies of the government [Bureau of the Census and 
FPC] chase the same statistics, the occasion calls for 
sober thought.” 


12 
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Burroughs 
PUBLIC UTILITY BILLING MACHINE 








1 


Burroughs Billing Machine 
writes bill and office record, fur- 
nishes a journal, and automati- 
cally accumulates totals of 
revenue classifications, rate 
blocks, etc. 


Automatically warns operator if 
a mistake is made in computing 
consumption in the meter book 
or in entering reading and con- 
sumption figures on the key- 
board. This eliminates the need 
for checking consumption 
figures before writing bills. 


3 


The Short-Cut Keyboard en- 
ables operator to enter two sets 
of figures (such as gross and net 
amount) on the keyboard, and 
depress operating bar—all at the 
same time. 


Figures are automatically re- 
peated by the machine on both 
stubs and ledger. 


Bills completed are automati- 
cally ejected and stacked in 
correct billing order. 








Whatever plan is used—Bill and Ledger, Stub, 
or Register Sheet—this new Burroughs will do 
the job with greater speed, simplicity and ease 
of operation. And bills and records will be 
neater, more accurate, more complete. 

Many municipal utilities also use this machine 
to write delinquent bills or to create a collec- 
tion stub at the time of billing, thus speeding 
up collections and reducing the number of 
delinquent accounts. 


Investigate. Ask your local Burroughs office to 
demonstrate the many automatic features that 
make this new Burroughs outstanding for 
municipal utility billing. Or mail the coupon 
for complete information. 


MAIL THIS COUPON TODAY! 


Burroughs Adding Machine Company 

6242 Second Boulevard, Detroit, Michigan 

I would like complete information about the new Burroughs 
Public Utility Billing Machine. 


Name 
Address ____ 
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14 REMARKABLE REMARKS—( Continued) 


Epcar S. GoRRELL 
President, Air Transport Associa- 
tion of America. 


Damon RuUNYON 
Newspaper columnist. 


Epwarp C. EIcHER 
Member, Securities and Exchange 
Commission. 


BootH Mooney 
Associate editor, The Texas 
Weekly. 


O. M. VauGHAN 
President, Michigan Independent 
Telephone Association. 


Fioyp W. Parsons 
Editorial Director, Gas Age. 


Joun M. Carmopy 
Administrator, Federal Works 
Agency. 


Ritey E. ELvcen 
Chairman, District of Columbia 
Public Utilities Commission. 


SEPT. 14, 1939 


“In the field of aeronautics America’s place in the 
world of tomorrow depends upon whether or'not Amer. 
ica has or will develop an adequate administration and 
understanding of its Civil Aeronautics Act.” 


> 


“We will back the long-distance telephone operators 
of the United States in the matter of finding a desired 
party against the post office people, the telegraph com- 
panies, or even J. Edgar Hoover’s redoubtable Sams.” 


¥ 


“... there must be no retreat by Federal or state goy- 
ernments in their campaign to eliminate from the field 
of distribution of corporate securities those unscrupulous 
mosquitoes whose only message is one of misrepresen- 
tation and deceit.” 


¥ 


“The appetite of the vast Federal bureaucracy is for 
power. It is an appetite that grows by what it feeds 
upon. Great chunks of power have been thrown to the 
bureaucrats regularly for some years. Their constant 
demand is for more power.” 


¥ 


“Our business is one of the best. The recent FCC | 
investigation proved that it was a clean business. It is a 
shame that the taxpayers of the United States had to 
pay $1,500,000 to find out that the telephone industry | 
is being operated fairly and squarely.” 


¥ 


“So glaring have been the inaccuracies contained in| 
reports and discussions covering gas utilities and the 
opportunities for this fuel, that one finds it difficult to™ 
avoid the conclusion that these prophets and advisers | 
are motivated to a considerable degree by deep-seated 
prejudice.” 


¥ 


“T do not plan at this time to build a large top or over-— 
head organization to duplicate work now being done by | 
the organizations making up the Federal Works Agency. § 
The constituent organizations are headed by experienced” 
and capable men. We can accomplish more in economy ~ 
and effective codrdination by closely knit codperation at7 
the top than by scattering our shots.” 


¥ 


“Today the electric business is sitting astride an elec 
tric-minded world, with perhaps more free advertising - 
than any business in history furnished by those who | 
would not be classed as its intimates. And yet it con- | 
tents itself with riding along on the crest and confines its 
modernization and standardization activities to methods 7 
proven many times over to have been fraught with noth- 7 
ing but disaster in the end.” : 
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in the 
Amer- 


“a ODERN Boiler, Fuel Burning 
ator and Related EGguiament 








lesired 
1 com- 
ams,” 


For unit capacities from 1000 
to 1,000,000 Ib of steam per hr 





e gov- 
4 
_ C-E TYPES 
a BENT TUBE—multi-drum, four-drum, three-drum, two-drum 


resen- STRAIGHT TUBE—sectional header, box header (cross drum and 
long drum) 


ERS FIRE TUBE—hrt, vertical, internally fired, locomotive type 
MARINE—sectional header, bent tube : 


is for WASTE HEAT—straight tube, bent tube, fire tube 
feeds (C-E Boilers include all types known by the trade names Heine, Walsh- 
¥ Weidner, Casey-Hedges, Ladd and Nuway) 





RS ee em Ue 


istant C-E TYPES 


S J p F R - FAT a RS various designs suitable for any superheat requirements and applicable 
to any type or size of water tube boiler; also a girth type for hrt boilers. 


Known by the trade name Elesco. 





he C-E TYPES 

ris & UNDERFEED—multiple retort, single retort (five designs) 
ad to CHAIN GRATE—(three designs) 

ustry | TRAVELING GRATE—(two designs) 


(C-E Stokers include all types known by the trade names Coxe, Green, 
Type E, Type K, and Skelly) 





_ C-E TYPES 
od in PI LVE R Z 7 p al E [ both direct fired and storage systems and a variety of designs of mills, 
| the burners, feeders and related equipment, including those known by the 
It to: trade names Raymond and Lopulco. 
‘isers 





C-E TYPES : 
FURNAC FS both dry bottom and slagging pulverized fuel furnaces as well as 


extended surface and plain water-cooled wall constructions. 





ver- = 





e bua C-E TYPES 
bi ‘ ; 

“ 4 FAT 4 F C OV E RY regenerative, plate and tubular air heaters; continuous loop and flanged 
na joint types of fin tube economizers. Latter known by the trade name 
nced | Elesco. 
omy © 
n at 


C-E TYPES 
itable combinations of boiler, fuel burning and related equipment 
for any fuel and for capacities from 1000 to over 1,000,000 Ib. of 
steam per hr. Also complete units of standard design known by the 





‘lec- 7 trade names C-E Steam Generator, Type VU, and Combustion Steam 
sing | Generator. 
who — 


Se Combustion Engineering Company, Inc., 200 Madison Ave., New York « Canada: Combustion Engineering Corp. Ltd., Montreal 


3 COMBUSTION ENGINEERING | 
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MASTER-LIGHTS 


ANNOUNCE TYPE "WS" 


“A Master-Light For Every Need" 
YOU OWE YOUR MEN THE BEST THERE IS 
FASTER—BETTER LINE REPAIRS 


Portable hand searchlights for repair, in- 
spection and emergency crews. Most 
powerful and lightest weight made. 


Many dry and rechargable battery 
types. 


june ane MANUFACTURERS OF WORLD'S MOST 
POWERFUL HAND AND AUTOMOBILE 
SEARCHLIGHTS 


Sent on approval 


CARPENTER MFG. CO. 
197 SIDNEY STREET—CAMBRIDGE, MASS. 














HYDRAULIC TURBINES 
BUTTERFLY VALVES 
MECHANICAL RACK RAKES 
GATES—HOISTS 
PENSTOCKS, ETC. 


Bolting the Spiral Casing before Riveting 


NEWPORT NEWS SHIPBUILDING AND DRY DOCK COMPANY 
Hydraulic Turbine Division 


NEWPORT NEWS, VA. 
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RESCENT 


ortable Cords and Cables are made 





hand tools to mammoth electric shovels. They are non-kinking, have 
high tensile strength and are resistant to water, acids and alkalis. 
These cables, also, have a dense, smooth, wear-resisting sheath of 
tire tread toughness to provide maximum life under severe service 
conditions, ie 





Send for Descriptive Bulletin CONTROL CABLE 
DROP CABLE 
LEAD COVERED 
CABLE 
MAGNET WIRE 
PARKWAY CABLE 
RUBBER POWER 
CABLE 
SERVICE ENTRANCE 
CABLE 
SIGNAL CABLE 
VARNISHED CAMBRIC 
All types of Building Wire and all kinds of Special Cables WEATHERPROOF 
to meet A.S.T.M., A.R.A., 1.P.C.E.A., N.E.M.A., and all Rail- WIRE 
toad, Government and Utility Companies’ Specifications. 











This page is reserved under the MSA PLAN (Manufacturers Service Agreement) 




















18 Public Utilities Fortnightly September 14, 193) Mliseptem 


PUT “CLE VELANDS’” 


ON YOUR NEXT TRENCHING JOB and 








y. 











“CLEVELANDS” | ,« 
Dig stat 
Anywhere—Anytime | 11 





Most “machine-ditch” at least cost. That’s what you get with Clevelands. and 
This has been proven time‘and time again on thousands of miles of trench se 
in all types of soil and under many various topographical conditions. - 
Whether the job’s a long main line in the open country or short distribu- gov 
tion lines in the confined areas of the cities and suburbs, you'll find as # 
others have, that “Clevelands” dependability, mobility and all ’round Hi 
utility assure maximum footage and show definite worthwhile savings in 
time and expense. “Clevelands” deliver this “bonus performance” because {A 
they are quality built from digging wheel to radiator cap. Nowhere is 
quality sacrificed to cost. - 
pos 


Compact, fast, flexible and mobile they are easy to operate and transport. 
Rugged and amply powered for the toughest task, they come through day ter 
after day delivering performance that shows savings that you never 
thought possible. Get the details today. 


q | 
ber 
THE CLEVELAND 


TRENCHER COMPANY 


“Pioneer of the Small Trencher” 
20100 St. Clair Ave., 
Cleveland, Ohio 


W CLEVELANDS © 
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Public Utilities 
Fortnigh tly 


HE review magazine of current opin- 

jon and news relating to public 
utilities. Conducted as an open forum 
for the frank discussion of both sides 
of controversial questions—economic, 
legal and financial; also gives trends in 
the present-day control of these com- 
panies—governmental competition — 
state and Federal regulation. 


| The only magazine furnishing current 
and vital information on all subjects in- 
volving the financing, operation, and 
management of public utilities under 
governmental regulation and competi- 
tion. 


A magazine of unusual value and cur- 
rent stimulation to all persons holding 
positions with, or having a financial in- 
terest in, public utilities. 


| Issued every other Thursday—26 num- 
bers a year—annual subscription $15.00. 


Published by 


PUBLIC UTILITIES REPORTS, INC. 
1038 Munsey Bidg., Washington, D.C. 


HWA SS DE FES ome 


1001 USES 


The first tool of its type 
and the leader today, with 


Grinds 
Drills 










_ Polishes 
a reputation for unexcelled See 
efficiency in over 300 dif- ~" 
ferent kinds of industry. Cetin 
The Handee is a small Cleans 
“power house" that can be Sands 
carried to any part of the Cuts 








plant—to repair some hard- 
to-get-at part on a 
machine without re- 
moving the part—to 
smooth off rough 
edges on dies and 
molds or to bore 
tiny holes in metals 
in the model and 
tool rooms—to clean 
delicate mechanisms 
in laboratory — for 
special jobs on the 
regular production line, etc. 


Save 


De Luxe Model equipped with special custom-built 
motor develops 25,000 r.p.m. Weighs 12 oz. Air 
cooled. Grease-sealed ball bearings eliminate vibra- 
tions. 7-bar commutator. $18.50 postpaid with 6 Ac- 


cessories. 


Saws 


Hours of 
Hand Work 





Ls 


Hardware Dealers and Mill Supply Houses carry Handee. 
Order through them or direct on 10-days trial. 


CHICAGO MOUNTED WHEELS 


Famed everywhere for great efficiency and long life. 
For use with Standard, De Luxe and Hi-Power Handees 





and other industrial equipment. Available in all sizes, 
in many grades. Mounted on shanks to fit any type 


chuck. 


NEW 64-PAGE CATALOG 


Information on all Handee Products, including largest 


assortment of accessories ever presented. 


CHICAGO WHEEL & MFG. CO. 
Makers of Quality Products for 40 Years 
1101 W. Monroe St., Dept. PU, Chicago, Ill. 














C Send Catalog PU-9 
[] Send De Luxe Handee on 10 Days Trial 
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Great American Transfusion 




















HISTORY will probably record no “Thou shalt not” echoes from coast to 
more ingenious Government innova- coast, in mines, fields, factories, banks A 
tion than the transfusion apparatus de- and offices. ck 
vised to bring back health to Uncle Weakened by taxes, harried with pro- > 
Sam. hibitions, uncertainties, threats and 
Hailed as an inspired advance in ultra Government competition, private en- 
modern economics, the idea was to terprise continues to struggle for its | 
inject into one arm as “recovery” the life, and jobs languish. 
life-blood drawn from the other arm in This in the nation that was founded Lr 
the form of taxes. No one will ever on the principle of freedom and grew a 
know whether this experiment would through the exercise of thrift and clear es 
have worked. headed individual endeavor! ws 
For idea begets idea. : Is it what the people of this country be 
“While I = Se Old actually want? That’s to be doubted. ” 
Sam’s body”, said Dr. Government, “I 25 
might as well attend to his soul”. hh 
So a large part of the “recovery” What Helps BUSINESS eC 
money is siphoned off to pay for Federal 
commissions, boards, administrations Helps YOU 
and authorities—67 in the last six years 
with executive, legislative and even 


judicial powers—to “reform” every real 
and fancied flaw in the patient’s char- 
acter. 

Government agencies now supervise 
all the productive acts of man. Their 


This message is published by 


NATION’S BUSINESS 


—a monthly magazine edited in Washington, 
where business and politics meet. Established 
1912. 315,000 business men and women sub- 
scribe. Begin reading Nation’s Business now. 


— 
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“WHEN YOU GET FINE 
SERVICE PLUS A SAVING 


—That’s Something! 


I’m Glad We Placed 
Our Boiler Insurance 


With LUMBERMENS” 


Are you getting all you should out of your investment in boiler and ma- 












chinery insurance? You are if you insure with Lumbermens Mutual. Here’s 
what Lumbermens policyholders get: 


Every year since 
organization, 
through war, panics 
and _ depressions, 
Lumbermens has paid its 
policyholders cash divi- 
dends. Today, such divi- 
dends mean an outright 
saving of one-fourth on 
boiler policyholders’ in- 
surance. Savings up to 
25% of their premiums! 


Lumbermens policyholders 

have saved because of Lum- 

bermens inspection service. 

Money-saving suggestions 
on maintenance and the avoidance of 
costly shut-downs and repairs are an 
expected part of this service. Lum- 
bermens men are trained specialists, 
holding licenses issued by the 
highest recognized authorities—men 
whose life’s work has been in 
the manufacture, inspection and 
maintenance of boilers and ma- 
chinery. 


Lumbermens policy 

is broad and the 

initial rate you pay 

is standard. Back 
of your policy is one of 
the largest and strongest 
casualty insurance com- 
panies in the world with 
assets of over $30,000,000 
and net cash surplus of 
$4,500,000. 


Investigate this opportunity to reduce your boiler and machinery insurance 
costs. An inquiry on your own letterhead will bring you prompt information. 


LUMBERMENS MUTUAL 


CASUALTY COMPANY 


James S. Kemper, President 


MUTUAL INSURANCE BUILDING, CHICAGO, U. S. A. 
Save with Safety in the World’s Greatest Automobile Mutual” 
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DAVEY TREE TRIMMING SERVICE 


Remove the Hazards 


@ Overhanging Limbs 


@ Decaying Branches 





e@ Shattered Trunks 
~ @ Dying Trees 


AT THESE LOW RATES | |) ivoss ase cependable Dovey Seri 


You Can Really Afford to Carry 
Ample Life Insurance Protection DAVEY TREE EXPERT GO. KENT, OHIO 


rorects you for Your DAVEY TREE SERVICE 


‘ sie dine 
Hore no pF ie? t also has cash and 
J \oan values. Rates 





Pa 



















Specify one of 
THIS low-cost policy cannot be issued in 


Po EEC 
amounts less than $2,500. D IN C 


At age 35 a $10,000 policy costs you only aor EWN A Pie RD 
$12.80 per month and will pay your benefi- 
ciary either $10,000 at your death or a For 


Toe castin can, Ges is cae bade 
More than $995,000,000 Insurance in Force RECORDS, FORMS 

THE LINCOLN g@» NATIONAL LIFE COPIES 
INSURANCE (39 COMPANY THIN LETTERHEADS 


FORT WAYNE ~ INDIANA 


ITS NAME INDICATES ITS CHARACTER DOCUMENTS 


* According to actuarial experience 





SEND FOR SAMPLES 





MA 











ESLEECK 


I) Evatbbe-Vorabbabate mm Oreycitos-tabil 


Turners Falls, Mass. 
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Which onedo Youwant? 





3254 3354 


OOK OVER THIS GROUP of fine new “Eveready” on-the-job flash- 
lights, specially designed to meet the special needs of oil men 
and electricians. 


The new WATERPROOF Flashlights, 3354 and 3254, are completely 
covered, switch-and-all, with a soft rubber sleeve. Unbreakable 
lenses, chrome plated reflectors. Proof against hot wires, acids, 
gasoline, oil, alcohol, greases and dirt. 


The two and three cell general purpose Industrial Flashlights, 
3251 and 3351, have unbreakable lenses, hand-replaceable switches 
are cased in semi-hard rubber. Safe with “hot stuff.” Unaffected by 
water, oil, gasoline, alcohol, acids or dropping impact. No. 3258, 
the new Flexible Extension Flashlight, answers the demand for a 
safe light for inspecting moving machinery, railway journal boxes, 
drums, barrels, sounding pipes. 


NATIONAL CARBON COMPANY, INC. 
General Offices: New York, N. Y.; Branches: Chicago, San Francisco 


Unit of Union Carbide [jg and Carbon Corporation 
The word “Eveready” is the trade-mark of National Carbon Co., Inc. 
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...and, as a result... 


IMPORTANT SAVINGS 
IN YOUR ELECTRICAL 
DISTRIBUTION COSTS 


F the many products specifically designed by Johns- 
Manville to lower cost and increase efficiency of 
electrical distribution, Transite Conduit is a striking 
example of how well this purpose has been accomplished. 
Made of two imperishable materials—asbestos and 
cement, Transite Conduit is strong, permanent, corrosion- 
resistant, fire- and weather-proof. 
UNDERGROUND, Transite’s strength permits installation with- 
out an envelope. “‘Concreting-in” costs are eliminated—installa- 
tion savings large. And Transite’s high resistance to corrosion 
assures virtual freedom from maintenance. 
ABOVE GROUND — in any exposed location—Transite Conduit 
is weatherproof. Incombustible, it is unharmed by smoke or 
corrosive fumes. Hence, it offers the economy of permanent 
efficiency, at negligible upkeep, throughout its years of service. 
Utility executives concerned with lowering electrical 
distribution costs .. . and keeping them low ... will 
find it profitable to get all the facts on the many ad- 
vantages of this modern conduit. For details, address 
Johns-Manville, 22 E. 40th St., N. Y. C. 
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—here’s a series of single and polyphase meter cabi- 
nets that’s as popular with the nation’s utilities as 
baseball is with its masses! Walker Series W-51 and 
M-1-6 .. . pennant winners every season, with a rec- 
ord of sterling service as long as the best player’s in 
the game! 


Illustrated : Polyphase No. M-2-6, 
equipped with standard NELA removable 
meter trims to fit any standard bottom 
connected meter up to 75 amperes. 
Adapted to addition of “horse collar’ 
trims for side connected meters. Built of 
black steel, finished in black enamel or a 
variety of other type finishes. All poly- 
phase cabinets equipped with insulated 
neutral block. 


For complete information on both 
single and polyphase series, write 
today for Walker Catalog No. 10. 


R ELECTRICAL 
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- production, has established a inak of j per- 
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THEN WHY NOT STOP REVENUE 
LOSSES RESULTING FROM 
FAILURE OF METERS TO RECORD 
AT LOW RATES OF FLOW... 


can , with the 


Until the introduction of the Pittsburgh IMO Meter, loss of 
revenue through the inability of meters to measure low flows 
(less than 1 g. p. m.) was taken for granted. The Pittsburgh IMO 
Meter is designed and built to eliminate these losses. Guaranteed 

to measure 98% at 1/4 g. p. m., and 90% at 1/12 g. p. m., 

these meters will pay for themselves within a short time 

through measuring the trickles of water that conventional 
| meters will not record. 

Quietness is another feature. The Pittsburgh IMO, 
in addition to being the most accurate, is also the quietest 
meter ever built. When the meter is operating, there is 
no “clicking” noise to annoy your consumers. Smooth 
turning rotors, precision cut to mesh perfectly, replace 
noisy, slapping discs. 

PITTSBURGH EQUITABLE METER COMPANY It will pay you to get the complete story of the 
Sinuas ov Pecta-con enenate Wai Ofjine erravunon ed ba Pittsburgh IMO Meter—the most accurate water meter 
ever commercially built—write for Bulletin W-529. 


Pam MOM ee a 





This page is reserved under the MSA PLAN (Manufacturers Service Agreement) 











28 Public Utilities Fortnightly September 14, 199) sept 





This Load Builder Lets You Sell A New Market 


GRINNELL THERMOLIER 


ELECTRIC TYPE... 








This Grinnell appliance offers heating satisfac- 
tion to a market you may have been missing—and 
a worthwhile load to you. The locations listed 
above, and similar ones you know of in the terri- 
tory you serve, are ideal spots to install the 
Thermolier Electric Type. 

It provides simple, easy installation, and its 
adaptability is such that it meets a great variety 
of unusual heating requirements. The specially 
built electric fan, combined with a dependable 
long life heating element which is automatically 
protected, assures a full measure of even heat 
wherever this appliance is installed. Six sizes and 
capacities. Write today for full details on 
Thermolier Electric Type for your Sales Depart- 
ment, and consider this dependable unit heater 
for your own power plants and substations. 
Grinnell Company, Inc., Executive Offices, 
Providence, R. I. Branch offices in principal cities. 





— 





* 
ue for 
TEMPORARY CONSTRUCTION 
BRIDGE CONTROL HOUSES 
VALVE HOUSES 
GATE KEEPER HOUSES 
FILLING STATIONS AND 
PARKING LOTS 
GARAGES 
DRYING PROCESSES 
WAITING ROOMS 
CRANE CABS 
BRIDGE TOLL HOUSES 








1 
QOUVERS 


























THE HEATING 
ELEMENTS 
G-E Strip Heaters, specially built, with 
protective coating good for 1000° F., 


mounted to allow for expansion, pro- 





tected against over-heating by thermal 
over-load cut-off which disconnects 


heating element if fan stops. Cut-off 







easily reset by a button control. 




















GRIN INI ESIB Lege A EARINAONEREARY 
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HOW CAN DODGE TRUCKS BE 


PRICED sie LOWEST? 


[ WHEN NO OTHER TRUCK HAS ALL THESE FEATURES 
OF DEPENDABILITY, ECONOMY AND LONG LIFE? 





HIS year your money buys more 
in Dodge trucks because they’re 
built in a giant new truck plant, 
especially engineered for better 
truck manufacture. It’s the largest, 
most modern single-unit exclusive 
truck plant in the world. And it’s 
equipped to give you latest new 
developments—like completely 
Bonderized (rust-proofed) cabs, bod- 
ies and fenders—which you can’t 
get in other trucks at any price. 
Dodge gives you new dependability 
in vital units, too! The super-tough 
Amola Steel in Dodge axle shafts and 
springs, for example, was developed 
expressly to meet new and more 












ROOFED CABS 
DIES 


Luxurious Comfort for the Driver 
Dodge Truck seats provide real “easy- chair” 
comfort. Wider windshields and windows 
give maximum vision. Ventilation through 
both cowl and windshield is another Dodge 
driver-comfort feature! 


severe requirements. No other steel 
is like it—no ordinary alloy steel can 
match Amola’s amazing combination 
of hardness and toughness—it’s your 
assurance of dependability and im- 
portant savings on repairs. 

And Dodge powers each truck 
model with a truck engine expressly 
designed to match the load capacity 
of the unit—to cut your gas and oil 
costs to the minimum that is possible 
with good performance. 

Go to your Dodge dealer, and see 
for yourself how many extra money- 
saving advantages like these you get 
in 1939 Dodge trucks, at prices that 
are right down with the lowest. 





DEPENDABLE DODGE TRUCKS 


Complete Line—2-ton to 3-ton—See Your Dodge Dealer for Easy Budget Terms 
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EGRY BUSINESS SYSTEMS for UTILITIES # 


ELECTRIC AUTOMATIC CONTROLLER 
For THE ADDRESSOGRAPH 


DEMONSTRATIONS 


in your own office at your con- 
venience can be arranged with- 
out cost or obligation. For 
literature and further details ad- 
dress Department F-914. 


This new Egry Controller adapts the Addressograph to a wider range 
of important time-, labor- and money-saving operations. Used with 
Egry Quality Continuous Stationery, it speeds up the work of writing 
multiple copy business records. Forms are fed into writing position 
in perfect alignment at a speed synchronized with the Addressograph 
itself. The use of costly, one-time, pre-inserted carbons and other 
wasteful methods is eliminated. To use the Egry Automatic Con- 
troller requires no change in Addressograph construction or operation. 





The EGRY REGISTER Company 


Dayton, Ohio 


SALES AGENCIES IN ALL PRINCIPAL CITIES 
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HOOSIER ENGINEERIN 


46 SO. STH ST., COLUMBUS, OHIO NEW YORK 


Canadian Hoosier Co " 
ee 


RECTORS OF TRANSMISSION LINES 
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NEW 1939 
UTILITY CHART 


ELECTRIC LIGHT AND POWER @ GAS @ TRANSPORTATION 
WATER @ COMMUNICATIONS @ INVESTMENT COMPANIES 
ETC. 














@ Showing at a glance ® 


“INTER-RELATION AND CAPITALIZATION OF THE PRINCIPAL PUBLIC 
UTILITY HOLDING, OPERATING AND INVESTMENT COMPANIES 
AS OF JUNE 1, 1939” 


ALSO SERVICE AREA MAPS OF THE PRINCIPAL 
PUBLIC UTILITY SYSTEMS IN THE UNITED STATES 
(Chart Size—34” x 28”) 


An indispensable reference for @ Public Utility Executives @ Utility Supply 
Companies @ Banks @ Brokers @ Investment Counselors ® Trust and In- 
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One of 3 International T-35 TracTracTors recently purchased by the Atchison, Topeka, and Santa Fe Railway 
for the engineering maintenance of way department. This picture was taken near Amarillo, Texas, while this 
unit was powering a compressor built on the rear end to operate a battery of hammers for driving spikes, tamp- 
ing ballast, etc. These Internationals are called on to do a great many other jobs. 


detailed inspection of International tility makes them readily adaptable to a 
ndustrial Tractors will show you the wide range of work. 
quality built into them. But you have to 
but them on the job to really appreciate 
how this quality is converted into low 


There are five wheel-type tractors 
(gasoline and Diesel); and six Trac- 
TracTors (gasoline and Diesel), includ- 


pests, dependability, and long life. ing the new 70 h.p. TD-18 Diesel. See 


In this famous International line of the nearby International industrial 
wheel and crawler tractors, you will find power dealer or Company-owned branch 
e type and size you need. Their versa- for details. 


INTERNATIONAL HARVESTER COMPANY 


(INCORPORATED) 
180 North Michigan Avenue Chicago, Illinois 


INTERNATIONAL HARVESTER 


This page is reserved under the MSA PLAN (Manufacturers Service Agreement) 
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UTILITY PLANT 
operators like 
these dependable 
turbine drives 


ELLIOTT 
TURBINES 


for mechanical drive just breathe 
sturdiness in every line. Note 
the husky construction; two oil 
rings on each bearing, large 
water-cooled oil reservoirs, re- 
movable basket steam strainer, 
rugged governor linkage, emer- 
gency overspeed governor. These 
turbines are built to “take it”. 
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Fs 


This page is reserved under the MSA PLAN (Manufacturers Service Agreement) 


~ 


s 


HE Elliott YY” line of mechanical drive 

bines is popular because it has the stuff 
Its design and construction features appec 
strongly to turbine operators and make swe 
performing machines. 


One enthusiastic operator wrote, You have 
not scratched the surface in your praise o 
these turbines. The Elliott turbines never give 
us any trouble and perform their job witl 
all-around satisfaction. Maintenance on thes¢ 
turbines has been less than on any other tu 
bines in the plant”. 


You can get a Y-line turbine for practically 
any power requirement, steam pressure, 0 
temperature condition. Elliott geared units ar 
available for low-speed drives. 


Check construction details on these tur- 
bines. Write for Bulletins H-9 and H-II. 


ELLIOTT COMPAN 


Steam Turbine Dept., JEANNETTE, PA 


District Offices in Principal Cities 
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1 eet Association of Motor Bus Operators ends annual meeting, New York, N. Y., 





¥ Indiana Electric Association will hold session, French Lick, Ind., Sept. 28-30, 1939. 





4 American Public Works Congress will be held, Pittsburgh, Pa., Oct. 9-11, 1939. 








1 se Gas Association will hold annual convention, New York, N. Y., Oct. 9-12, 








{ American Water Works Association, Rocky Mountain Section, begins convention, 
Denver, Colo., 1939. 








{ Gas Industry Day will be celebrated, New York World’s Fair, New York, Oct. 9, 1939. 





{ American Water Works Asso., Mich. Sec., starts meeting, Lansing, Mich., 1939. 
The Kentucky Municipal League convenes, Danville, Ky., 1939. 





1 ae Utilities Association, Accounting Section, begins session, Milwaukee, Wis., 





b | rocigy PT aa Contractors Association will convene for session, Philadelphia, Pa., 
ct, 9-1 





1 gg Safety Congress and Exposition will be held, Atlantic City, N. J., Oct. 16-20, 





1 Empire State Gas and Electric Association will hold convention, Westchester, N. Y., 
Oct. 19, 20, 1939. 





{ League of Kansas Municipalities begins session, Wichita, Kan., 1939. 





q ogo of Iron & Steel Engineers begins convention and exposition, Pittsburgh, 
a., ‘ 














] West Virginia Oil & Natural Gas Asso. convenes, Charleston W. her 939. 
Amer. Inst. of Elec. Engineers, Great Lakes Dist., , Mi lis, Minn., 1939. 





337 











From an etching by Otto Kuhler Courtesy, Kennedy & Co., New York 





The First Breath 
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The Public Ownership Drive 


Article No. 1 


Trends in popular opinion as to government and 

private operation of public utilities in various sizes 

of communities and under special types of Federal 

influence as expressed by results of municipal elec- 
tions since the middle of 1933. 


By THOMAS L. NORTH 


ITH the coming of the New 

Deal, there has been a great 

amount of agitation for mu- 
nicipal ownership and operation of 
electric utilities in this country. It is 
the purpose of this study to analyze 
trends in public ownership sentiment 
as expressed by results of municipal 
elections since the middle of 1933. This 
article presents election classifications 
showing trends in popular opinion in 
various communities, and under special 
types of Federal influence. A later arti- 
cle will examine the geographic varia- 
tions of feeling on the subject. 
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Fundamentally, there are but two 
reasons for dissatisfaction with pri- 
vate electric companies—high rates 
and unsatisfactory service. Politicians 
have been quick to avail themselves of 
any latent public discontent, which 
they have in many instances articulated 
into tangible issues. The popular cycle 
towards liberalism, as manifested by 
the coming of the New Deal, aided 
those desiring to crystallize the public 
ownership movement. The develop- 
ment of Federal power projects and the 
availability of PWA loans and grants 
have been tremendously effective in in- 
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fluencing voters to support municipal 
operation proposals. 

An effort has been made to include 
returns on the issue of electric utility 
public ownership from as many mu- 
nicipal elections as possible from mid- 
1933 to April 30, 1939. (In the tables, 
the few elections in the first four 
months of 1939 have been included in 
1938 figures.) Despite the diligence of 
search for election data, it is improb- 
able that all returns during this period 
have been obtained, but the sample is 
large and random in nature. Elections 


in places already having municipal - 


plants in operation have been excluded, 
but county and power district elections 
have been included. Issues involved 
were not always identical. In the main, 
however, the results are believed to 
provide an accurate index of public 
opinion trends on this question. 

A total of 476 elections in 451 cities 
and towns having an aggregate popu- 
lation of 8,400,000 provides the basis 
for this study. This represents about 
9 per cent of the population served by 
the private electric companies in this 
country, and indicates that the munici- 
pal ownership issue, despite active pro- 
motion in the last six years, arose in 
tangible form to threaten only a small 
portion of the private industry’s mar- 
ket. 


N analyzing election result figures, 
it is important to bear in mind the 
following factors : 


1. The outcome does not necessarily 
determine the result. Many projects 
approved by voters have been aban- 
doned, while a proposal turned down 
once may be placed on the ballot again 
and again, for it takes only one ap- 
proving vote to put the issue across. 

2. One of the best indicators of 
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public sentiment is election activity, 
rather than a tabulation of results, 
The very fact that the question has 
come to issue suggests a certain 
amount of dissatisfaction with private 
operation, while there is no better 
testimony to real popular opinion on 
the subject than a complete absence 
of election activity. 


3. No matter how many munici- 
palities approve and consummate pub- 
lic ownership out of the total number 
voting on the issue, the trend is still 
in favor of public operation to the 
extent that such communities consti- 
tute a clear net loss to the markets of 
private companies. 


Election results by years are pre- 
sented in Table I. From the standpoint 
of the total number of municipalities 
which voted, the results favored public 
ownership, with 57 per cent approv- 
ing. 

The municipalities voting repre- 
sented only 28 per cent of the popula- 
tions balloting on this issue. During the 
latter part of this period, the basic 
trend of opinion has favored the pri- 
vate companies, largely because of 
rapidly declining electric rates. A re- 
vival of the PWA program in 1938, 
plus the approaching completion of 
several Federal power projects, com- 
bined in that year to bring a temporary 
reversal in the public’s growing indif- 
ference to public operation. In reality, 
the fundamental trend continued to 
work in the private industry’s favor 
even in 1938, for, by excluding all elec- 
tions influenced by PWA money of 
power projects in that year, we find 
comparative election inactivity, with 
11 towns, having 51,100 population, 
approving the principle of municipal- 
ization, and 9 communities, totaling 
91,600 people, turning such proposals 
down. 
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F the 451 municipalities included 
in this study, 23 held more than 
one election. Upon submission of the 
public ownership question to their 
voters for reconsideration, 7 towns, 
having a total population of 154,200, 
continued to approve the issue. Among 
this group was Camden, having a popu- 
lation of 118,700. However, 9 munici- 
palities (total population 90,900) orig- 
inally approved public operation, but 
reversed themselves in subsequent 
elections. Five rejected municipaliza- 
tion twice at the polls. This group, 
with an aggregate population of 821,- 
200, included San Francisco and San 
Diego. (This excludes the May 19, 
1939, election in which San Francisco 
rejected public ownership for the 
eighth time.) Only two communities, 
having a combined populace of 1,900, 
reversed themselves in favor of public 
ownership, after rejecting it initially. 
These results afford supplementary 
evidence that the popular trend of 
thought has more recently been away 
from lending support to socialization 
of electric facilities. 
A breakdown of election results by 


e 


size of community shows that the 
smaller municipalities overwhelmingly 
favored public ownership. In fact, the 
smaller the town, the more readily did 
the electorate approve municipalization 
proposals. In places of over 5,000 
population, however, the pendulum of 
opinion began to swing in favor of the 
private company. These relationships 
are brought out in Table II. 

The electorates of almost three- 
quarters of the communities having a 
population of less than 2,500 favored 
operation of public electric facilities. 
This ratio dropped to 60 per cent for 
towns ranging from 2,500 to 5,000 in 
population. As will be seen from Tables 
II and III, these were the only popula- 
tion groups where the majority of the 
municipalities favored public owner- 


ship. 


HY has this issue been so en- 

thusiastically received in small 
communities, when its reception in 
larger towns has been relatively cold? 
In the first place, rates in small towns 
tend to be high, particularly in relation 
to the lower rates prevailing in larger 


TABLE I 
RESULTS OF MUNICIPAL OWNERSHIP ELECTIONS SINCE JULY 1, 1933 


Number of Elections 


Per Cent 
For 


For Against 
17 
41 


40 
35 


17 
51 


justments* 18 7 
Total 257 194 


57.0 


Populations Represented 
Thousands) 
Per Cent 
Against For 
42.3% 
43.1 


For 


37. 


2,349.8 28.0 


*Eliminating instances during this period of more than one election per 
municipality. In cases where the electorate reversed itself in a later year, the 


last result was allowed to stand. 
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cities. This discrimination is justified 
economically because of the higher 
distribution costs in smaller places. 
But this fact is not easily appreciated 
by the public, to whom a high bill is a 
high bill. Consequently, the voter read- 
ily favors any proposal which promises 
lower rates. Secondly, it is easier for 
energetic proponents of public owner- 
ship to personally corral votes in small 
towns. Finally, the PWA has been par- 
ticularly generous in its allotments to 
communities, making relatively few 
loans and grants to larger centers. 

As a policy of market protection, 
private utilities have acted wisely in 
emphasizing careful development of 
public relations in smaller towns. 
While low rates may not be econom- 
ically feasible, frequent small reduc- 
tions, if supplemented by active promo- 
tion of good will along educational, 
service, and sales promotion channels, 
have gone far to reduce or eliminate 
agitation for public ownership. 

While it is difficult to buck PWA 
money, it will be seen later that the 
trend toward approving competitive 
projects backed by PWA funds has re- 
cently sharply moderated (outside 


e 


Federal power project areas). This 
would seem to indicate that programs 
calling for lower rates and more effec- 
tive public relations as methods of 
coping with this problem are getting 
results. 


[ is clear from Table ITI that places 

of over 10,000 population, embrac- 
ing the really important markets of the 
private industry, were inclined to dis- 
favor public ownership. As compared 
to the small town, it has been difficult 
to pry the large city loose from the 
private market, because duplication of 
facilities is more clearly wasteful, and 
acquisition of facilities has often pre- 
sented insuperable financial problems. 
The very size of a bond issue has many 
times gone far to defeat a municipal- 
ization proposal. 

Among the six cities of 100,000 or 
over favoring public ownership, the 
TVA cities of Knoxville, Memphis, and 
Chattanooga were included. Akron, 
Ohio, and Albany, New York, ap- 
proved municipal operation, while 
Camden, N. J., favored the issue twice 
at the polls. The Camden elections 
were invalidated by the courts because 


TABLE II 


RESULTS OF MUNICIPAL OWNERSHIP ELECTIONS SINCE Mip-1933 
In CoMMUNITIES UNDER 10,000 PopuLaTIon 


Under 2,500 
Population 
Per Cent 
For Against For 
19 3 86.4% 
10 70.5 
9 : 15 
11 f 4 
1 ; 4 
17 i 22 


2 —-- 3 
49 72.4% 57 


*See footnote to Table I. 
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For Against 
3 


2,500 to 5,000 
Population 


5,000 to 10,000 
Population 


Per Cent Per Cent 
For For Against For 
FAL 900 42.9% 
8 33.3 9 75.0 
57.7 6 
40.0 5 
70.0 2 
71.0 9 
2 
2 


50.0 
38.5 
28.6 
40.9 


—— 


58.8% 3 46.4% 
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TABLE III 


RESULTS OF MUNICIPAL OWNERSHIP ELECTIONS SINCE Mip-1933 
In Towns or More THAN 10,000 PopuLaTion 


10,000 to 25,000 25,000 to 50,000 50,000 to 100,000 Over 100,000 


Population 
Year For Against 


1933 3 
1934 14 
1935 
1936 
1937 
1938 
Less Adjust- 

ments* 4 1 
Total 22 32 


* See footnote to Table I. 


Population 
For Against 


Population Population 
For Against For Against 
1 0 





the debt limit would have been ex- 
ceeded, inasmuch as the necessary 
PWA funds were not forthcoming. 
No steps have been taken to consum- 
mate acquisition in Akron or Albany, 
following approval by voters in 1933 
and 1935, respectively. The three Ten- 
nessee cities have already arranged to 
buy, or have bought, the local private 
facilities. Thus, outside of the TVA, 
no city of more than 100,000 has been 
lost to public ownership since 1933. 
(This excludes the city of Los Angeles, 
which in 1936 approved acquisition of 
competing private properties, merging 
them with its already large existing 
municipal system. ) 


‘T= fourteen elections in this large 

city group rejecting public owner- 
ship ranged well over the country. The 
two duplicate elections, as eliminated in 
the table, were held in San Francisco 
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(exclusive of the May 19, 1939, elec- 
tion) and San Diego. Two cities not 
beyond the possible range of TVA 
transmission turned down public 
ownership in 1933—Birmingham and 
Cincinnati. Allegheny county, Pa., 
(Pittsburgh) rejected the issue, as did 
seven Oregon counties, not far from 
Bonneville dam. The balance of the list 
includes Milwaukee, Portland, Or. 
(where a survey on public distribution 
was defeated), Reading, Pa., St. Paul, 
Salt Lake City, and Youngstown, 
Ohio. 

It is interesting to note that unsuc- 
cessful attempts were made in this in- 
terval to promote public ownership of 
electric facilities in the following large 
cities: Atlanta, Ga., Boston, Cam- 
bridge, Mass., Dallas, Tex., Des 
Moines, Elizabeth, N. J., Ft. Worth, 
Tex., Flint, Mich., Little Rock, New 
York city, Pawtucket, R. I., Seattle 
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(already having a large competing 
municipal system), San Antonio, Sagi- 
naw, Mich., and Sommerville, Mass. 
The election stage was never reached 
in any of these cities, however. 

The election in 1936 at Springfield, 
Ill., (71,864) was excluded from Table 
III, because an existing plant was al- 
ready run by the city. After all pur- 
chase arrangements had been made, the 
electorate defeated a proposal to ac- 
quire the remaining private properties. 


N order to measure the effects of the 
PWA and Federal power project 
programs upon election results, sev- 
eral statistical classifications have been 
made. All election results have been 
grouped in four ways, as follows: 


1. Towns outside Federal project 
areas in which PWA money was al- 
lotted, or was expected, 

2. Towns in which PWA money 
was made available in combination 
with a near-by Federal power project, 

3. Communities in power project 
areas free of the PWA influence, and 

4. Municipalities free of all Federal 
influences. 
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Municipalities known to have ap. 
plied for PWA aid or which definitely 
hoped for it have been counted as hay- 
ing come under PWA influence. 

Table IV (Section A) shows that 
the part of the PWA program lying 
outside Federal project areas has been 
approved in the majority of elections, 
representing the larger part of the 
populations at stake. A change in feel- 
ing was seen in 1938, however, when 
the revived PWA program again came 
before the voters in wholesale fashion. 
The towns turning PWA aid down 
outnumbered those who approved it, 
while the population involved in the 
rejection of such aid was twice that of 
towns voting to accept aid. In the en- 
tire period, only 20 towns out of the 
99 in this group had over 10,000 popu- 
lation, as might be expected from the 
concentration of PWA funds in small 
communities. Even with PWA money 
as bait, 12 of these larger places re- 
jected public ownership, while 8 ap- 
proved it. Thus, the PWA program 
has been most readily sanctioned in the 
smaller communities. 
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TABLE IV 
ELection RESULTS AMONG MUNICIPALITIES REcEIVING PWA ALLOTMENTS 
(Population Figures in Thousands) 


SPE RP 
Municipalities outside Power 


Project Areas 


FR (He 
Municipalities inside Power 
Project Areas 


Favoring Opposed Favoring Opposed 
No. oO. No. oO. 
Year Towns Pop. Towns Pop. Towns Pop. Towns Pop. 
1933 11 181.0 1 4.8 11 196.7 0 Bs 
1934 13 156.8 7 73.4 5 279.6 1 8.9 
1935 17 210.7 6 136.9 5 135.7 2 30.5 
1936 9 22.8 4 47.4 10 50.7 2 49.0 
1937 3 74 1 4.4 6 59.4 0 eves 
1938 17 43.5 21 88.6 27 100.3 5 61.4 
Less Adjust- 
ments* 9 163.3 2 1.9 2 28.9 1 8.9 
Total 61 458.9 38 353.6 ; 9 140.9 





*See footnote to Table I. 
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TABLE V 
ELEcTION RESULTS AMONG MuNnIcIPALiTiIEs Not Recervinc PWA 


ALLOT 


MENTS 


(Population Figures in Thousands) 


RE |, Fe 
Municipalities within Power 


Project Areas 


oe 
Municipalities outside 
Power Project Areas 


Favoring Opposed Favoring Opposed 
No. oO. No. oO. 

Year Towns Pop. Towns Pop. Towns Pop. Towns Pop. 
1933 1 10.4 2 265.8 19 3498 14 736.8 
1934 4 11.4 5 50.2 26 202.2 28 726.6 
1935 1 10.7 3 54.3 30 184.4 29 1,163.5 
1936 a 6.6 4 342.7 13 38.4 25 723.1 
1937 7 34.6 1 0.9 4 11.7 15 1,731.8 
1938 22 4 3=.244.0 16 484.6 11+ 51.17 9 91.6 
Less Adjust- 

ments* .. a 2 29.9 7 57.6 2 782.4 
Total ae SF ee 1,168.6 96 ~= 780.0 118 4,391.0 





*See footnote to Table I. 
* Includes Bristol, Conn. (28,451) 
municipal ownership. 


which voted to make a study of 





Ws PWA money is turned loose 
in an area of cheap government- 
subsidized power, the private utility 
combats virtually insurmountable odds 
in endeavoring to hold its market. 
Table IV (Section B) vividly shows 
how completely the cards are stacked 
in favor of public ownership in regions 
such as the TVA or the Lower Colo- 
rado river area in Texas (which to- 
gether account for most of the elections 
and populations shown). 

The populations of municipalities 
favoring public ownership in this 
PWA-power project group are over- 
whelming, as well as the number of 
communities so voting. This group in- 
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cludes Memphis (253,143), Knoxville 
(105,802), and Chattanooga (119,- 
798). Of the 71 municipalities voting, 
only 11, in addition to the 3 cities 
above, had more than 10,000 popu- 
lation. Of this number, 8 favored pub- 
lic ownership, and 3 rejected it. 

A strikingly different situation is 
shown in Table V (Section A). En- 
tirely dependent upon their own fi- 
nances, electorates not receiving Fed- 
eral support have been less eager to ap- 
prove public ownership movements in 
power project areas than those having 
PWA aid in such areas. Thus, in proj- 
ect regions a total of 67 places were 
free of PWA influence in their polling ; 
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of these, a total of 38, or 57 per cent 
approved public ownership. However, 
these 38 election units represented only 
26 per cent of the populations involved 
in this group. 

Included in the tabulation of places 
in project areas rejecting public owner- 
ship (without PWA aid entering in) 
were Birmingham (259,678) in 1933, 
and Portland, Or., (301,815) in 1936. 
If these 2 cities be excluded, it will be 
seen that, with PWA funds lacking, 
the public ownership question in proj- 
ect areas came to issue prior to 1938 
before relatively insignificant popu- 
lations. This is accounted for by the 
fact that the issue of distributing 
Bonneville power had not been voted 
on in general fashion prior to 1938 
(although the city of Portland and 
Linn county, Oregon, had turned it 
down in 1936). However, in 1938 the 
first generator began to turn at Bonne- 
ville, and with this dam’s large poten- 
tial capacity a permanent fact, 14 
Washington counties and 9 Oregon 
counties were asked to vote on the pub- 
lic power distribution in that year. 


HESE power district proposals 

were completely defeated in Ore- 
gon, where total populations of about 
212,000 were involved in the issue. 
(An election in March, 1938, em- 
braced 7 Oregon counties, including 44 
communities, 42 of which voted 
against the proposal. For purposes of 
this study, this is counted as one elec- 
tion, with an estimated 175,000 popu- 
lation involved.) In Washington, the 
1938 returns were evenly split as be- 
tween counties, but the 7 counties re- 
jecting public power distribution had 
an aggregate population of 253,000, as 
against 153,200 for the 7 counties ap- 
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proving the issue. It is interesting to 
note that this proposition was turned 
down by voters outside the Seattle city 
limits in King county, despite the fact 
that the Seattle municipal system, in 
competition with a private system, has 
long been regarded as an outstanding 
example of successful municipal oper- 
ation. (The population of Seattle has 
been excluded from the population 
figures in this study. ) 

Two Tennessee counties voted on 
similar proposals in 1938—both ap- 
proved public distribution (total 
population involved, 55,400). The re- 
maining 1938 elections involved in- 
significant populations primarily in 
Texas and Nebraska. In the latter 
state, PWA money was not generally 
available to municipalities for public 
systems, inasmuch as Nebraska’s share 
of such funds was largely exhausted by 
the three state power developments fi- 
nanced through PWA advances. 

Thus far, we have seen the extent 
to which Federal spending programs 
have influenced local sentiment on the 
public ownership issue under varying 
conditions. This leaves a group of 214 
municipalities outside the Federal 
power project areas which held elec- 
tions free of immediate PWA in- 
fluence in this period. Section B of 
Table V analyzes in considerable detail 
this important group, which affords a 
true measure of basic trends in popu- 
lar opinion on this subject. 


T is significant that, when left free 
from Federal inducements of any 
kind, 55 per cent of the communities 
voting in this period, representing 85 
per cent of the populations at stake, 
were adverse to public ownership. 
Furthermore, a strong trend of opinion 
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TABLE VI 


ELECTION RESULTS AMONG MUNICIPALITIES OUTSIDE Power Project AREAS 
Not Receiving PWA ALLOTMENTS 


Under 10,000 10,000 to 100,000 Over 100,000 
Population Population Population 
Year For Against For Against For Against 
1933 16 8 2 4 1 2 
1934 19 15 7 11 0 2 
1935 29 20 0 7 1 2 
1936 11 21 2 3 0 1 
1937 4 7 0 4 0 4 
1938 10 7 1** 2 0 0 
Less Adjust- 
ments* 5 0 2 0 0 y. 
Total 84 78 10 31 2 9 





*See footnote to Table I. 
** Bristol, Conn.; see footnote to Table V. 


























away from further municipal owner- 
ship adventures is evident since the be- 
ginning of this period. Of equal im- 
portance is the fact that the number 
of elections in this group has declined 
since 1935, and did not increase ma- 
terially in 1938, showing that the gen- 
eral revival of the public ownership 
question in 1938 was entirely caused 
by the Federal government’s utility 
program. 

Included in the returns for 1938 
favoring municipalization was Bristol, 
Conn., (28,451) which voted to make 
a study of municipal operation. Before ‘ 
this city can change over from private 
ownership, however, the electorate : 
must vote favorably on such a pro- 'gmversing the trend of public sentiment 
posal at elections in two successive MMsince 1933, and in reducing the number 
years, pP.of elections held. 
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To provide a more thorough analysis 
of these trends, a breakdown of the 
above group by sizes of cities is pre- 
sented in Table VI. It will be observed 
that 162 out of the 214 municipalities 
in this group had populations of less 
than 10,000. A sharp change in trend 
in the attitude of small town voters is 
indicated. It is probable that in the 
years 1933 to 1935 a number of these 
elections grew out of the PWA situ- 
ation, inasmuch as many communities 
hoped to pave the way for PWA 
money by obtaining voter approval 
prior to filing the application or re- 
‘ceiving the allotment. Declining rates 
likely have had a strong influence in re- 
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A already developed, small towns population were decided as follows: 
have been the chief danger spot to Favoring Opposing 
the markets of private utilities. Thus, 1 1 
of the 451 municipalities included in 
this study, 344 had populations of less 
than 10,000. As seen from Table VI, 
162 of these towns apparently were not 
influenced by PWA money, 84 voting —— 
for municipal ownership, and 78 turn- _—_* See footnote to Table I. 
ing it down. In addition, 46 towns Until 1938, the influence of PWA 
under 10,000 were located in power money upon the electorates of small 
districts, but did not receive PWA communities was practically unbeat- 
allotments. Of these, 30 approved able. The change in sentiment in 1938 
public ownership, and 16 rejected it. coincided with the reaction against 
This left 136 communities under 10,- New Deal policies in general, but indi- 
000 receiving definite PWA support cated that under Federal subsidies it is 
(including those in TVA and other _ still difficult for the private utility to 
areas), of which 104 favored munici- defend its markets. Fortunately for 
palization and 32 turned it down. By any one private company, PWA allot- 
years, elections in such PWA in- ments on the whole have been rather 
fluenced towns of less than 10,000 widely scattered. 


q The second and concluding article in this series will ap- 


pear in the next issue of Pusitc UTILities FortNIGHTLY. 





Need for Government Assurance 


val E> business man should be held to strict moral and legal re- 
sponsibility and should not be relieved of any of his obligations 
or responsibilities to society, but on the other hand he should have 
reasonable assurance of governmental encouragement and support as 
long as he performs his normal and useful function of fostering creative 
enterprise and furnishing employment. I fear that in recent years he 
has been ‘the forgotten man’ in our national equation, or perhaps it would 
be more accurate to say that he has been too much forgotten in respect 
to governmental recognition of his real problems and overly remembered 
in respect to governmental regimentation and punitive taxation.” 
—Lovuis LupLow, 
U. S. Representative from Indiana. 
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Shall the American Railroads 
Be Postalized? 


Analysis of the revolutionary plan for 
basing rates on parcel post principles 


While the author thinks that there may be some merit in applying the 
postal idea to transport and communication rates, ell se that the 


Hastings plan has implications which should be u 


erstood more 


generally; and that there are many inaccuracies in the claims of its 
sponsors, 


By HAROLD D. KOONTZ 


for revision of the railroad rate 
structure is the suggested postal- 
izing of rates. By resort to the simple 
expedient of basing railroad rates on 
the principle followed in the parcel post 
business, it is proposed to abolish the 


Pic re the most dramatic plan 


cumbersome structure of railroad 
charges. According to backers of the 
plan, even though postalization were 
applied only to the passenger business, 
railroad net revenues would be in- 
creased by over $600,000,000. That 
this amount would be no minor con- 
tribution to railroad prosperity is clear 
from the fact that American railroads 
had available only $373,000,000 for 
interest and dividends in 1938, and 
just slightly more than $1,200,000,000 
in the palmy days of 1929. 

Nor is this all. Should the plan be 
applied to freight rates, gains propor- 
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tional to those claimed for the pas- 
senger business are foreseen. Exten- 
sion of postalization to long-distance 
telephone business is envisaged in the 
plan. And it is only logical to suppose 
that postalizing of rates of other long- 
distance transport and communication 
utilities should follow, if only a part of 

the claims of sponsors are realized. 
John A. Hastings, former state sena- 
tor from New York, has been the 
modern apostle of this revolutionary 
plan. Bills to enforce adoption of the 
scheme were introduced in Congress as 
early as 1936. Qualified encourage- 
ment was given in 1935 by the then 
Federal Codrdinator of Transporta- 
tion, Joseph B. Eastman. Powerful 
Senate Interstate Commerce Com- 
mittee Chairman Burton K. Wheeler 
has shown interest in the plan since 
1935. Late in 1938 Senator Wheeler 
SEPT. 14, 1939 
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declared that “on its face the plan 
looks good to me,” and predicted that 
more travel could profitably be handled 
with resultant increase in employment 
and prosperity. 

In response to a letter from Senator 
Wheeler, the Interstate Commerce 
Commission cautiously suggested that 
Congress provide by resolution for an 
investigation of this “very revolution- 
ary change.” While such an investi- 
gation has not been authorized, there is 
little doubt but that the plan will con- 
tinue to be pressed. Sidetracked in 
1936 in the flurry over the Interstate 
Commerce Commission’s own plan to 
revive railroad passenger business, the 
plan appeared in full force late in 1938. 
Put aside in 1939 by the press of other 
railroad legislative matters, by the 
coolness of the Interstate Commerce 
Commission, and by the change in pas- 


senger fares instituted by railroad 
managements, the postalizing device is 
still being urged by the Hastings or- 
ganization. 


HE plan has been attacked as being 

visionary and the sort of scheme 
no business man could take seriously. 
Yet, members of Congress have been 
impressed by it; many business .men 
are in harmony with its mass produc- 
tion principles; and recent changes in 
eastern passenger fares, whereby mile- 
age rates were reduced as distance in- 
creased, are a step in the direction of 
postalization. The simplicity of the 
plan is alluring. The prospect of pas- 
senger rates of five to twelve dollars 
for coast-to-coast travel captures the 
public fancy. Perhaps the plan should 
be treated seriously, even though the 
claims of its sponsors are far from 
sound. 
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Postalizing transportation is not a 
new suggestion. In 1886 establishment 
of railroad rates along the lines of 
postal charges was advanced as a solu- 
tion of the railroad “problem.” From 
time to time since, this scheme has been 
proposed in various forms. But not 
until 1934 was the plan given the bene- 
fit of a publicity organization supplied 
with funds to press it. Several years 
ago, F. R. Fageol, motor bus manu- 
facturer of Kent, Ohio, and several 
other midwestern industrialists, joined 
Mr. Hastings in publicizing the plan. 


HE proposition itself has been sug- 

gested as applicable to rail pas- 
senger and freight rates, as well as 
long-distance telephone rates. To date, 
only postalization of rail passenger 
rates is contemplated as a first experi- 
mental step in broadening the plan. 
Postalization would be accomplished 
by establishing as many as 10 zones in 
the continental United States, such 
zones to be 250 miles in width and to 
extend outward from any traffic origi- 
nating point. Hence, the postalizing 
plan would follow the principles used 
in the parcel post service. The present 
plan does not, as often supposed, and 
as originally designed, divide the coun- 
try into fixed regions in which distance 
rates are eliminated. Instead, the zones 
are fixed within a radius of each origi- 
nating point. 

The zoning of the country for rate 
purposes would not include urban and 
suburban traffic. Here the Hastings 
scheme claims that urban fares are al- 
ready postalized. Suburban fares 
would be postalized within a region not 
exceeding 50 miles from the urban 
center and with a rate of 15 cents for 
a one-way trip. 
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The rate for each zone of interurban 
traffic would be $1.25 for travel in 
coaches. For travel in parlor or sleeper 
car accommodations, the present plan 
calls for larger zones and higher rela- 
tive fares, the size and amounts not 
being fixed. Before recent changes in 
the plan, it called for rates of $1 in 
coaches, $3 in parlor cars, $5 in local 
sleeper cars, $10 on regular reserved 
trains, and $15 on de luxe trains. Since 
these rates have apparently been aban- 
doned, attention will be limited to the 
present suggestion for coach fares. 
Under this new rate and a proper inter- 
pretation of the zones, the coach fare 
from New York to Chicago would not 
be $1 as advertised last year, but would 
be $3.75, and the rate from New York 
to San Francisco would be $12.50 
rather than $5. 


6 iss backers of the plan have 


frankly admitted that the postal- 
ization of rates would probably make 
necessary a single railroad system. To 
accomplish this, a national Railroad 
Authority, similar to the Port of New 
York Authority, is to be created. Rail- 
road securities would be exchanged for 
low interest rate bonds of the au- 
thority. The Railroad Authority would 
then contract with railroad manage- 
ments for operation of the railroads. 


e 


Because the proposal is regarded as 
experimental, guaranty against loss of 
passenger revenue for a period of three 
years is to be made by the government. 
The government would guarantee a 
minimum revenue of 20 cents per mile 
on passenger cars and would under- 
write the railroads against loss of pas- 
senger revenues during the experi- 
mental period. 

The sponsors’ claims for the plan 
are startling and extravagant. Not only 
do they believe passenger revenues will 
be nearly five times what they were in 
1938, but that expenses will only be 
twice as much as in 1938. By bringing 
profits to the railroads, they envisage 
employment of more labor in railroad 
and other businesses to the extent that 
public relief will be unnecessary. An 
“enormous” increase in national income 
is expected to follow, with reduced 
taxes and vastly increased consump- 
tion. New homes will be built, land 
values will increase, population will be 
decentralized, and, with the needed per- 
sonal transportation increasing, even 
the automobile business will be “great- 
ly benefited.” 

Extension of postalization to the 
freight business is to bring equality of 
opportunity to producers everywhere, 
with resultant equality of economic 
opportunity. 


of a cent per seat-mile, that is, it costs that amount, on the 


q “It is asserted that the cost of passenger travel is one-third 


average, for the railroad to furnish a seat in a coach over a 
one-mile distance. This figure is of course the cost of ALL 
seat-miles, whether filled or not. Clearly the cost per pas- 
senger-mile will be higher to the extent that all seats are not 
used all the time. Furthermore, this cost figure includes no 
allowance for taxes, interest, social security levies, or rentals 


paid.” 
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w= are the merits of a plan 
which would do so much for the 
nation? After all, many individuals 
who have influence in government af- 
fairs are impressed by the claims made. 
And the public, whether contemplating 
travel or not, can hardly help but favor 
the prospect of such low-cost transpor- 
tation. If so simple a device will help 
the railroads so much, what objection- 
able features are there in the plan itself 
and the assertions of its backers? 

In the first place, one must ask 
whether the apparent advantages of the 
plan as proposed lie in low rates or in 
the postalization principle. For if the 
advantages accrue from low fares, the 
problem should be faced as such. The 
real public interest in the plan prob- 
ably comes from the rates and not the 
existence of postalization. But an 
analysis of the plan itself involves the 
question of postalizing in principle, as 
well as the question of rates. In addi- 
tion, questions may well be raised as 
to the proposed Railroad Authority, 
the government subsidy, and the 3- 
year experimental period. 

The really important query is 
whether the rates will pay. Even the 
sponsors must have some qualms about 
this for they have changed the coach 
rate from $1 for any distance over any 
one railroad system, to the use of re- 
gions, and now to 250-mile zones with 
a $1.25 fare. It is asserted that the 
cost of passenger travel is one-third of 
a cent per seat-mile, that is, it costs 
that amount, on the average, for the 
railroad to furnish a seat in a coach 
over a one-mile distance. This figure is 
of course the cost of all seat-miles, 
whether filled or not. Clearly the cost 
per passenger-mile will be higher to 
the extent that all seats are not used all 
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the time. Furthermore, this cost figure 
includes no allowance for taxes, inter- 
est, social security levies, or rentals 
paid. Should these items be added, as 
seems reasonable, the cost would be 
much higher. 


He pons accruals and rents assigned to 

the passenger service, according 
to Interstate Commerce Commission 
reports, would raise expenses attribut- 
able to that service by 13.8 per cent, 
and would increase the 0.332-cent cost 
per seat-mile to 0.378 cents per seat- 
mile. Moreover, if interest charges 
were allocated on the same basis to the 
passenger business, the cost per seat- 
mile, estimated by Senator Hastings, 
would be increased by about 19.7 per 
cent, which, with the allowance for 
taxes and rents, would bring the cost to 
0.443 cents per seat-mile. 

Should passenger business increase 
even half the extent estimated by the 
plan’s sponsors, perhaps this extra 
business could be handled by the princi- 
pal passenger-carrying railroads only 
at a higher per unit cost. Doubling or 
tripling passenger business, with to- 
day’s speed and safety requirements 
what they are, would surely involve 
materially greater expenditures for 
track, signals, bridges, and other way 
facilities. Most or all of this additional 
expense should be allocated to the pas- 
senger business, with resultant increase 
in per unit cost. 

Costs also would be increased by the 
prospect of higher peaks in railroad 
traffic. The increase in passenger travel 
would probably come over week-ends 
and during vacation periods, particu- 
larly in the summer months. This 
would mean that the railroads would 
be forced to have equipment and other 
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Unification of Railroads 


¢¢¥ TniricaTion of the railroads 

under a Railroad Authority 
may not be necessary for the adoption 
of postalization, although the sponsors 
of the plan believe that it would. If 
this is the case, tt 1s difficult to perceive 
that such unification does not mean 
government ownership and control of 
the railroads. While railroad securt- 
ties would be exchanged for bonds of 
the authority, according to the plan, it 
is explained that this would not mean 
government ownership, because the 
bonds would be in the hands of the 








public.” 








facilities adequate to meet these higher 
peaks. Off-peak travel would hardly 
improve greatly enough to bring effi- 
cient use of these facilities. Estimates 
of travel demand must take into con- 
sideration the leisure times of persons 
who can afford travel. Demand of 
transportation services for business 
purposes would not seem to be great 
enough, or timed well enough, to 
smooth this pleasure travel peak. 


ie greatest infirmity of the profit 
estimates seems to lie in the con- 
templated increase in passenger busi- 
ness and in the assumed approximate 
76 per cent average occupancy of cars 
(sponsors allow an excess of 41.7 bil- 
lion seat-miles) on which revenue fig- 
ures depend.’ Will passenger-miles 
increase from 21.6 billions in 1938 to 
133.7 billions under postalization ? The 
1920 passenger peak was only 47 bil- 





1 For coaches alone the occupancy is calcu- 
lated at 71 per cent, or 40 per cent excess ca- 
pacity; for reserved accommodations at 83 
per cent, or 20 per cent excess capacity. 
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lion passenger-miles. The Federal Co- 
ordinator of Transportation estimated 
that the total intercity rail and high- 
way travel in 1933 was only 207 bil- 
lion passenger-miles, of which 185 bil- 
lion were by private automobile. 

That total travel will increase 
enough so that the railroads could ob- 
tain nearly 134 billion passenger-miles 
is certainly open to question. The pri- 
vate automobile offers so much by way 
of personal convenience and so much 
of the total cost of traveling by auto- 
mobile is fixed cost that a sixfold in- 
crease in rail travel seems extremely 
unlikely. Even with the half-cent mini- 
mum per-mile rate under the Hastings 
plan, this convenience and the fact that 
the automobilist usually calculates out- 
of-pocket costs in travel, if he pays at- 
tention to costs at all, make a whole- 
sale transfer of travel to railroads im- 
probable. 


| iy nbaowromtengs experience with re- 
duced fares, especially in the South 
and to some extent in the West, indi- 
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cates that much of the increase in travel 
has come from the short-haul pas- 
senger. But the principle of postaliza- 
tion discriminates against the short- 
haul passenger. At a rate of $1.25 for 
a 250-mile zone, travel at less than 50 
or 60 miles would definitely be dis- 
couraged as compared to present pas- 
senger fares. 

Estimates of increased profits from 
postalization are based on an average 
of 76 per cent occupancy of all pas- 
senger cars. This means that an 80- 
seat car would have on the average 
around 60 passengers. To a person un- 
familiar with rail travel, this may seem 
reasonable. This would mean an in- 
crease of average occupancy in the East 
from about 14 per car to 60. In the 
South, where average car capacity is 
around 70, this would mean an in- 
crease from about 9 to 51 per car. 
Such an improvement in occupancy 
seems visionary when one considers 
that, with a reduction of fares to 14 
cents per mile in the South, average 
occupancy increased only from 6.3 to 
about 9 per car. 


ies achieve an average car occu- 
pancy of 76 per cent is highly im- 
probable. Trains must be scheduled and 
a certain number of cars handled re- 
gardless of the demand for travel. It 
is impossible to predict how many pas- 
sengers will be traveling at any particu- 
lar time and cars cannot be added at 
any point along a line where additional 
seating capacity is needed. Traffic con- 
tinually rises and falls. This lack of 
even flow also applies to differences in 
traffic in different directions at the 
same time. Not only do these factors 
reduce average car occupancy, but the 
operation of branch lines and other 


light traffic lines has a similar effect. 
The average occupancy on these lines 
might actually fall as the result of high- 
er costs to short-haul passengers under 
the postalized rate plan. 

Aside from the rates under the plan, 
the principle of postalization discrimi- 
nates against the short-haul passenger 
in favor of the longer-haul passenger. 
This discrimination would surely re- 
sult in discontent, as well as the loss 
of this type of business. 

Comparison of passenger transpor- 
tation and mail carriage is made. But 
passenger costs vary with distance 
much more than mail costs. Most of 
the cost of transporting mail is caused 
by handling and collection at origin and 
delivery at destination. A moment’s re- 
flection will convince one how different 
these costs are in the passenger busi- 
ness where travelers collect, load, and 
unload themselves. 


aaa the plan does not work out 
as anticipated? A guaranty by the 
government is provided for three years 
only. The practical difficulties in re- 
turning to a remunerative rate level 
would be tremendous. Moreover, 
should the railroads equip themselves 
to handle a much larger passenger busi- 
ness, could they afford to return to a 
lower traffic level in the face of large 
fixed investments ? 

The subsidy features of the plan are 
open to question. Should the govern- 
ment underwrite a scheme so uncertain 
in its financial soundness? Would it be 
wise to place on the tax-paying public 
a contingent liability for the benefit of 
the traveling public? The need for 
subsidy would not necessarily be 
limited for three years. Should the 
plan prove a financial failure, demands 
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would be made for the continuance of 
the subsidy, whether the railroads con- 
tinue to operate under private or pub- 
lic management. After all, few Ameri- 
can business men should want the ex- 
tension of government subsidies into 
more fields of private enterprise. 
Unification of the railroads under a 
Railroad Authority may not be neces- 
sary for the adoption of postalization, 
although the sponsors of the plan be- 
lieve that it would. If this is the case, 
it is difficult to perceive that such uni- 
fication does not mean government 
ownership and control of the railroads. 
While railroad securities would be ex- 
changed for bonds of the authority ac- 
cording to the plan, it is explained that 
this would not mean government own- 
ership, because the bonds would be in 
the hands of the public. How else do 
proponents of government ownership 
propose to effect such ownership? If 
the Railroad Authority has the securi- 
ties of the railroads, and if this au- 
thority is made up largely of govern- 
ment representatives, private owner- 
ship and operation would surely be 
gone. This may be desirable. But a 
plan which does so much should not 
be approved without realizing what is 
involved. Representations of the plan 
to the general public should include 
recognition of this aspect, for public 


interest is vitally affected in so broad 
a proposition. 


ie postalized rate making were ex- 
tended to the freight business, many 
of the questions and criticisms raised 
in connection with passenger traffic 
would apply. In addition the problem 
of discrimination would be far more 
important. The arbitrary zoning of 
freight rates would upset delicate com- 
petitive balances upon which many 
producers are dependent. Rate making 
is a practical matter with numerous 
competitive factors entering into de- 
termination of the rate, both from the 
point of view of the railroad and the 
shipper. Postalizing such rates would 
involve many more complexities than 
the backers of the plan are aware. 

In criticizing the postalized rate 
plan, it is not to be supposed that the 
underlying principles of mass produc- 
tion and low unit pricing are unsound. 
The fundamental question is whether 
postalization would successfully ac- 
complish such ends. That it would, 
seems doubtful. That, as projected 
now, it would raise serious questions is 
evident. Before plunging into any such 
scheme, thorough study of its sound- 
ness and understanding of its wide- 
spread implications would seem to be 
of interest to the public generally. 





Road to Dictatorship 


(er 4 | ew now, in peace times, while our government berates the dic- 

tatorships abroad, it persists in domestic policies leading straight 
down the road to dictatorship i in the United States. Many of the meas- 
ures most open to attack under dictators have been adopted and are 
in full effect here. These measures not only are checking business 
expansion, but they are carrying the United States rapidly toward a 
changed form of society, some variety of collective state.” 


—Tuomas M. Gr 


Chairman, Republic Steel Corporation. 
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The Electric Utility’s Angel 


The theaters have their “angels” who finance uncertain ven- 

tures; and so the power industry in its infancy had its angel in 

the form of the holding company which served it well then and 

which, in the opinion of the author, has served it well in the 
public interest ever since. 


By CHESTER MERRILL WITHINGTON 


OLDING companies have been an 
H essential part of the electric 
utility industry since its be- 
ginning sixty years ago. Actually they 
antedate central station operations and 
it is doubtful if the handful of central 
stations and isolated plants of the late 
1870's and early 1880’s could have ex- 
panded into the great electric utility 
industry of today without their aid. 
Scattered records indicate that the 
patent-owning organizations, which 
gave birth to the infant electric lighting 
business in the years 1878-1882, not 
only made possible that event, but facil- 
itated greatly its start and growth by 
accepting shares in the individual op- 
erating companies as part payment of 
licenses and plant equipment. It was a 
natural step and but for this impetus 
the transition from the then existing 
oil-and-gas-lighting era to that of elec- 
tric lighting and power would have re- 
quired a much greater length of time. 
I have before me a 20-page 
pamphlet on “Incandescent Electric 
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Lighting,” issued in 1887 by the Edi- 
son Electric Light Company for the 
sales force of the Edison United Man- 
ufacturing Company, “sole licensee of 
the Edison Electric Light Company 
for sale of electric light plants.” In it 
reference is made to the formation of 
operating central station companies as 
follows: 

In large cities and towns, the parent com- 
pany (Edison Electric Light Company) 
deals directly with companies formed for 
operating Edison stations therein, taking as 
a consideration for the franchise a certain 
proportion of the — stock of such sub- 
companies, and thus becoming partner in the 
enterprise. In this case the parent company 
defers its profits, as the local company is 
given the right to purchase all apparatus 


forming part of the system from the licensed 
manufacturers at factory prices. 


B uT for the willingness of the Edison 
Electric Light Company, organ- 


ized in 1878 with $300,000 capital, to 
enable the inventor to carry on his ex- 
perimental work at Menlo Park, and of 
the Brush Electric Light Company and 
other contemporary concerns, to accept 
in part payment the individual operat- 
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ing companies’ securities, progress 
would have been extremely slow in es- 
tablishing this new business, soon to 
become one of our largest industries. 
In so doing, these early companies of a 
generation Or more ago came under 
the general designation of holding 
companies. 


 Pigsicirae as contracts were ar- 
ranged for new central station 
installations (and there were fully a 
dozen different systems), the volume 
of securities so acquired increased; 
and the holding company system be- 
came established as an essential. Care- 
ful research reveals that it was solely 
for the conduct of laboratory experi- 
ments that the Edison Electric Light 
Company originally was formed and, 
while preliminary demonstrations had 
indicated ultimate success, the late 
John Pierpont Morgan and a handful 
of his associates who furnished the 
capital were without definite fore- 
knowledge that their investment ever 
would be returned ; nor did they, prob- 
ably, realize that in making this invest- 
ment they afforded the impetus neces- 
sary to start an industry that eventually 
was to electrify the world. 

The Edison Company’s charter was 
broad enough to permit it to enter 
the “manufacturing, mining, mechan- 
ical, or chemical” business under terms 
of the Act of 1848 of New York state. 
The date of incorporation was Octo- 
ber 16, 1878; its incorporators, Tracy 
R. Edson, James H. Banker, Norvin 
Green, Robert L. Cutting, Jr., Gros- 
venor P. Lowrey, Robert M. Galla- 
way, E. G. Fabbri, George R. Kent, 
George W. Soren, and Charles F. 
Stone, all of New York; Nathan G. 
Miller of Bridgeport, Conn.; and 
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Thomas A. Edison of Menlo Park and 
George S. Hamlin of Rutherford 
Park, New Jersey. 


Ww the perfection by Edison of 
his incandescent lamp and his 
system developed for generating and 
distributing electricity, the Edison 
Electric Light Company undertook 
commercialization of central and iso- 
lated station installations. Virtually the 
same group that financed the labora- 
tory experiments furnished funds in 
1880 for the Edison Electric Illuminat- 
ing Company of New York. Its Pearl 
street station was the first commercial 
Edison central station in the world, 
starting operations on September 4, 
1882. 

In the meantime the Brush Electric 
Light Company was performing yeo- 
man service in the extension of its arc- 
lighting systems. By a simple change 
of name the Telegraph Supply Com- 
pany, formed in 1872, became the 
Brush Electric Light Company in 
1879, a year after the parent Edison 
Company and in the same year that the 
first arc-lighting central station was 
placed in commission in San Francisco. 
Between that year and 1882 approxi- 
mately $5,000,000 had been invested in 
Brush lighting systems. Five years 
later the Edison Company claimed a 
$15,000,000 investment in about 125 
Edison incandescent lighting systems. 

The Edison Electric Light Company 
was the first electric utility holding 
company, Brush Electric Light Com- 
pany ranking second; but it has been 
impossible for the writer to secure 
specific details of the latter’s holdings. 
The Edison Electric Light Company 
portfolio grew slowly ; as of October 1, 
1884, its holdings were: 
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Edison Electric Illuminat- 
ing Co. of New York... 

Edison Co. for Isolated 
Light 

Misc. licensee companies: 
Sunbury, Shamokin, 
Brockton, Fall River, 
Lawrence, Newburgh, 
Circleville 


F grown to sixty-four items with 
aggregate face value of $1,476,947. 
The rise in holdings of this earliest 
electric utility holding company is in- 
dicated below : 

_ Stocks of sub- 


Sagi 
1,476,948 


888,841 
3,520,513 


*Not found. 


This record of the early days of the — 


electric utility industry is enriched by - 


Upon acquisition of the Cape 
Island Gas Company of Cape May, 


a New Jersey, and the Mutual Gas Light 


Company of Savannah, Ga., it became 

the first holding company ie that phase 

of utility operations. Today it is the 

oldest holding company with both gas 

and electric investments. 

" gpldonaes corporate birth that same 
month was of the American Elec- 


tric and Illuminating Company, organ- 
ized for the avowed purpose of being 


mean electric holding company. Capital- 
Myized for $1,000,000, it had acquired 
We sole licensing privileges in New Eng- 
i land for Thomason-Houston  are- 


: the early 1880's it had subsidiaries in 
¢ a dozen New England cities, two in 


“} Canada, and one at Saratoga Springs, 


New York, with an aggregate capital 


of $1,890,000. 


the revelations of the very first holding. *' 


company—by no means a formidable 
corporate creature, yet most essential 
in starting central station operations. 
With the Edison Electric Light 
Company and the Brush Electric Light 
Company fairly well established, The 
United Gas Improvement Company 
came into being on June 1, 1882, its 
early function being to “manufacture, 
sell, and install gas-producing appara- 


Nearly a decade passed and the in- 
vestment in electric lighting approxi- 
mated $115,000,000 when, in 1890, 
came The North American Company 
with Henry Villard as its first presi- 
dent, in which capacity he previously 
had headed the Edison General Elec- 
tric Company. Then, as today, it was 
a holding company. Among its early 
investments were substantially the en- 


- tire electric lighting, both arc and in- 


7 


“TuHat holding companies should be credited with getting 
the industry under way more than half a century ago ap- 
pears amply justified by the record. That they were essential 


has, I believe, been demonstrated. Through their efforts and 
those of their successors and later contemporaries, electricity 
has been carried to home, factory, and farm throughout the 


nation.” 
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candescent, of the city of Milwaukee, 
and the greater part of its street railway 
system. Economies of operation soon 
were made evident through this hold- 
ing company control. 

Other holding companies gradually 
developed and took their part in build- 
ing up to a more efficient machine, an 
industry which today is a household, 
commercial, and industrial necessity. 
Following the World War came the 
industry’s greatest era of expansion, 
chiefly through the agency of holding 
companies, and largely on account of 
suggestions which appeared in a gov- 
ernment document entitled : “A Super- 
power System for the Region between 
Boston and Washington.” This report 
was based on a survey made on au- 
thority of the Federal government in 
1920 and 1921 and, to quote from its 
foreword, 


under the specific authority of Congress 
$25,000 was contributed by 36 corporations 
and individuals representing utilities and in- 
dustries in the zone. 


pains groups were strengthened 


and interconnections made for 
more efficient operations, and in order 
to lessen the possibility that any spot in 
the zone would be more than temporari- 
ly deprived of electric power through 
accident or otherwise. Again holding 
companies proved they were essential ; 
and their acts were based largely on 
governmental sanction, at least im- 
plied. 

What of the holding company to- 
day? Is it essential and, if so, to what 
degree? These questions are contro- 
versial and difficult to answer, at least 
satisfactorily, to all concerned. It is a 
real problem, confined to no one group, 
but important to consumers of elec- 
tricity, large and small, to security 
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owners, including savings banks, in- 
surance companies, and trusts, to prop- 
erty owners, to several hundred 
thousand employees of utilities, and to 
the government. Restrictive legislation 
has been enacted and a new era is dawn- 
ing for the entire industry. 

That holding companies should be 
credited with getting the industry un- 
der way more than half a century ago 
appears amply justified by the record. 
That they were essential, has, I believe, 
been demonstrated. Through their ef- 
forts and those of their successors and 
later contemporaries, electricity has 
been carried to home, factory, and 
farm throughout the nation. I doubt 
if assertion that the period of greatest 
expansion in the electric utility indus- 
try has occurred will be questioned. 
There still is, of course, much need for 
expansion, but of necessity it will be in 
diminishing proportion. 


HROUGH holding company control 

it has been quite well established 
that group management makes avail- 
able to the utility business the best pos- 
sible brains in engineering, operation, 
and construction, and, through the re- 
sulting efficiency, lower costs which are 
passed on to the consumers as rapidly 
as possible. Compare the 25-cent 
equivalent of sixty years ago to the 
4.20 cents per kilowatt-hour average 
of the past year paid by residential 
users ! 

That the theory, at least, of holding 
company management is recognized in 
governmental quarters would appear to 
find confirmation in the needs of the 
Rural Electrification Administration, 
as presented by John M. Carmody, 
former administrator, to Congress 
when he sought an appropriation of ap- 
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Group Management 


<4 HROUGH holding company control it has been quite well estab- 

lished that group management makes available to the utility 

business the best possible brains in engineering, operation, and construc- 

tion, and, through the resulting efficiency, lower costs which are passed 

on to the consumers as rapidly as possible. Compare the 25-cent equiva- 

lent of sixty years ago to the 4.20 cents per kilowatt-hour average of the 
past year paid by residential users!’ 





proximately $3,000,000. His testimony 
seemed to indicate the belief of his 
group that supervision was necessary 
in handling the legal, engineering, 
management, and rate-making func- 
tions among the “codperatives” under 
his jurisdiction. It was pointed out that 
while the original plans for REA were 
to cover financing only, they have 
grown to include management. 


I it not fair to assume that in making 

its tremendous progress the elec- 
tric utility industry as a whole has 
drawn from broad experience valuable 
information for its future guidance? 
Admitting this, perhaps grudgingly 
here and there, the essential and neces- 
sary part of the holding company func- 
tions can hardly be overlooked. 

First of all comes the service re- 
quirement and all it implies; availabil- 
ity, dependability, adequacy, and, of 
course, complete and modern methods 
of maintenance, made possible more 
economically through group operation. 
SEPT. 14, 1939 


Second, the rates charged for the 
service depend upon the efficiency 
of operations and the ability of the 
company to keep up with the parade of 
technical progress. This in turn hinges 
on the ability of the technical staff, the 
best personnel being made available 
through the larger resources of a group 
or holding company unit. 

In order that plant facilities may be 
built along the most economical lines, 
engineering and construction brains of 
the highest type are needed. Except in 
rare instances, these requirements are 
afforded only by group or holding 
company units of sufficient size and 
financial strength to command such 
services. None of these essentials 
would be possible, in most cases, with- 
out the low financing costs such as are 
possible through holding company 
credits. 

To cast discredit on a $13,000,000,- 
000 industry because of a few mistakes 
or misdeeds is illogical. To impair the 
public service rendered to upwards of 
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27,000,000 American consumers by important. Let the term be dropped if 
unfair attacks on the industry as a_ necessary from the industry’s vocab- 
whole is unwise. Tocrippleinvestments lary; but let the function survive. 
made in good faith by several hundred Group management, which has done 
thousand persons and to dislodge even such an outstanding job in bringing 
a few from the quarter-million em-_ electric service to the homes of both 
ployees of the electric utility industry rich and poor and making it such an 
is not justified by what has happened insignificant item in the household 
in the electric industry. budget, is just as essential today as it 
The name “holding company” is not was sixty years ago. 





The Immensity of Grand Coulee 


“TS proportions of Grand Coulee dam are without 
precedent. Late this spring the barrier contained 6,405,- 
000 cubic yards of concrete. The finished dam will be made up 
of 11,250,000 cubic yards. Contrast this with the approximately 
3,500,000 cubic yards in the next bulkiest edifice on earth, the 
Great Pyramid of Egypt. The cement in Grand Coulee would 
build a standard automobile highway from Jersey City to 
Seattle and back by way of Los Angeles. Over the spillway of 
the dam will crash a sheet of water half again as long as the 
American Falls at Niagara and twice as high. On the parapet 
four ocean liners the size of the NoRMANDIE might be placed 
end to end. Sufficient water will flow through the dam each 
year to provide New York city’s drinking supply for a century. 
The base of the dam covers 35 acres of ground: Each of 
the twin power houses at Grand Coulee will produce as much 
electricity as Muscle Shoals and the Dnieperstroy dam in 
Russia combined. Behind the dam will be a man-made lake 
with 2,000 gallons of water for every person in the world. 
There will be 12 pumps at Grand Coulee, each of them ade- 
quate to take care of the water requirements of two communi- 
ties the size of Chicago. From bedrock to crest the dam will be 
as lofty as a 40-story building. Practically all the construction 
features connected with this project are of unparalleled 
magnitude.” 

—RuicHarp L. NEUBERGER, 

Writing in Survey Graphic. 
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Wire and Wireless 
Communication 


ENEWED pressure is being brought to 
bear upon the Census Bureau to in- 
clude radio broadcast receivers in the 
forthcoming (1940) general census. The 
FCC has long been in favor of this step 
as an aid to obtaining data for regulatory 
purposes. However, the Census Bureau 
has opposed the inclusion of this investi- 
gation in its general population schedule 
because it might lead to similar requests 
for enumeration of other popular equip- 
ment, such as electric appliances. The 
bureau feels that such additional load 
might bog down the progress of the gen- 
eral census organization and even under- 
mine public cooperation with it. 

Now, however, the War Department 
and the Navy Department have lined up 
behind the FCC’s desire for a radio re- 
ceiver count on the ground that such in- 
formation would be of important mili- 
tary value in formulating a broad na- 
tional defense communications program. 
It would give the military establishments 
definite, up-to-date knowledge of the 
density of location of these sets and 
furnish an idea of the number of per- 
sons who could be reached quickly on 
matters affecting the national defense. 

William .L. Austin, director of the 
census, said the schedules which would 
be used by the enumerators next year had 
not been determined definitely and prob- 
ably would not be for several months. 
He added that the request of the FCC 
was being given serious consideration, 
and disclosed receipt of similar requests 
from the War and Navy departments. 
Such information was collected in the 
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1930 census, but broadcasting has made 
such strides during the last decade that 
the information obtained at that time is 
of little use now. 


FSS officials who had been of the opin- 
ion the proposed questions would not 
be included in the census expressed 
themselves as elated over the fact the in- 
fluence of the military establishments 
had been thrown behind their efforts. 
They pointed out that the Communica- 
tions Act, among other things, requires 
the FCC to regulate and make adequate 
facilities for the purpose of national de- 
fense and for the purpose of promoting 
safety of life and property. 

It was said that the Census Bureau al- 
ready has included questions concerning 
radio receiving sets in the national farm 
census, but while this data will be valu- 
able it will not furnish the information 
desired for the whole country. 

Unless the matter is included in the 
next census, the Communications Com- 
mission has informed the Budget Bu- 
reau, substantial appropriations may be 
required by the FCC to make it possible 
for it to collect the data. It pointed out 
that the official status of such data con- 
tributes to its value so that its usefulness 
is far beyond that of similar data sub- 
mitted by the broadcast industry in its 
own behalf. 


Propos of the relation of the Census 
Bureau to communications affairs, 

the final figures on the industrial census 
of telephone, telegraph, and wire-radio 
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communications have been made avail- 
able by the Census Bureau. This work 
was done as part of the regular quin- 
quennial census of the electrical indus- 
try for 1937. The final figures show only 
minor variations from the preliminary 
summary figures which were released 
last February by the bureau on the same 
subject. 

They show the progress of the tele- 
phone and telegraph industries, respec- 
tively, from 1902 to 1937 in terms of 
wire mileage, operating revenues, con- 
nected stations, plant investment and 
revenues, number of employees and 
wages—with geographical classifications 
of the same. They show the Bell system 
operates over 78 per cent of the nation’s 
telephone stations, as against slightly 
more than 21 per cent for the independ- 
ent telephone industry. On the basis of 
wire mileage, however, the Bell system 
operates almost nine miles to every one 
by the independents. 

es ee 


Ast month the Nebraska Railway 
Commission, by a 2-to-1 decision, 
attracted considerable attention in defy- 
ing the Federal Rural Electrification Ad- 
ministration in a case involving the 
troublesome controversy over inductive 
interference with rural telephone lines by 
rural electrification co-op line construc- 
tion. With Commissioner Good dissent- 
ing, the commission’s opinion, written by 
Commissioner Swanson, reviewed its 
reasons for a recent order directing the 
Eastern Nebraska Public Power Dis- 
trict to deénergize 40 miles of its lines 
within sixty days, where these prevent 
effective use of rural lines of the Eagle 
Independent Telephone Company. Mr. 
Good wanted a year’s time given. The 
commission says it is not taking orders 
from Washington. 

The commission stated the law on the 
subject is clear. In the first instance, it 
directs the commission to prescribe terms 
and conditions in construction of lines, 
and to make such order as may best pro- 
tect the rights of all parties interested 
and of the general public. In the second 
instance, it provides that all electric lines, 
including telephone and telegraph com- 
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panies’, shall be so constructed that rea- 
sonable safety, operation, and efficiency 
of existing lines shall not be interfered 
with. The evidence is clear, stated the 
opinion, that before the power district 
lines were constructed, persons using the 
telephone lines had quiet and satisfac- 
tory service, but since then the lines have 
been noisy and at times it has been im- 
possible to hear the other party. This was 
especially the case where one or both lines 
paralleled those of the power district. 


HE commission observed it would 

meet with its unanimous satisfac- 
tion if farmers could have both services, 
but did not believe the long-established 
users of telephone service should be pre- 
vented from use by construction of rural 
electric lines. It held that it was not up 
to the commission to decide between those 
who prefer one service to the other, but 
its duty is plain, that of enforcing the 
laws. 

At the time the district was authorized 
to build the lines, in which it now has 
something like $40,000 invested, REA 
at Washington had agreed to pay for 
materials necessary to metallize the tele- 
phone lines and end inductive interfer- 
ence, but later refused to furnish such 
money. REA authorities said if the com- 
mission insisted it should, no more funds 
would be allocated to Nebraska. The 
commission stated : 


It would appear that this order was made 
with full knowledge of the statutes and the 
duties of the commission. This is in direct 
conflict with the statutes and seemingly a 
virtual notice to the commission that its 
jurisdiction in Nebraska is subject to orders 
from the REA. 


Mr. Good said that the expense of 
metallizing lines could be amortized over 
a period of years by increasing the rate 
25 cents a month and borrowing the 
money to do it ; that serious inductive in- 
terference is not wholly proven by the 
commission engineer ; and that the tele- 
phone company should follow the good 
neighbor policy shown in Wayne county, 
where 48 companies waived objections so 
that all might have both services. He 
thought this was a fine token of apprecia- 
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tion of Federal generosity, and that so 
far as rules of the commission passed in 
earlier years were concerned, they might 
fall into disuse as have the blue laws of 
New England and the law in Nebraska 
requiring property to be taxed at its ac- 
tual valuation. 
* * *K * 

B* a vote of 25 to 4, the Wisconsin 

senate on August 22nd rejected an 
amendment to Governor Heil’s tax bill, 
which would have raised $1,030,000 over 
the next two years by a tax on the gross 
revenues of telephone companies doing 
an annual business in excess of $10,000 
in that state. 

The telephone tax was originally pro- 
posed by Progressives in the senate and 
was designed to raise $750,000 through a 
tax on gross receipts for the year 1938. 
This was proposed as an emergency tele- 
phone tax for only one year because of 
court rulings that an emergency tax can- 
not be levied for two years in advance. 
The original bill would also have speci- 
fied that the tax could not be passed on 
to telephone subscribers, but this was 
later modified, so as to permit rate in- 
creases if sanctioned by the Wisconsin 
Public Service Commission. The senate, 
after riddling the Progressive’s measure 
with amendments, finally killed the re- 
maining proposal for a flat 3 per cent tax 
on telephone bills, to be paid by 400,000 
Wisconsin subscribers. 

* * * 

CCORDING to a nation-wide survey 
just completed by radio and tele- 
vision retailers, less than 400 television 
sets were sold to consumers in the two 
months ending June 30th. An additional 
800 sets were sold to dealers, giving a 
maximum grand total sales of 1,200 sets. 

To those who have invested in tele- 
vision stocks and to television enthusiasts 
generally, this record was quite disap- 
pointing. It had been hoped in some 
quarters that 50,000 sets would be sold 
within twelve months after the commer- 
cial launching of television on April 30th, 
which was the opening day of the New 
York World’s Fair. As sales are now go- 
ing, tradesmen will be satisfied if 10,000 
sales are cleared by the end of the year. 
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More cautious television executives even 
profess to be satisfied with the result so 
far, in view of the handicaps imposed 
upon sales promotion of television sets 
by the present state of the art. 

Aside from the initial expense of from 
$200 up for a satisfactory television re- 
ceiving set (plus a substantial installa- 
tion charge), the principal deterrent 
seems to be the lack of telecasting trans- 
mission facilities throughout the country 
and the meager program service afforded, 
even in the only two metropolitan areas 
(New York and Los Angeles) where 
regular telecast programs are yet avail- 
able. 


. the New York area only two hours 
of especially prepared television pro- 
grams are available each week. Of 
course, in addition there are extra pro- 
grams, such as baseball games, prize 
fights, and special events—all coming 
from the NBC station on top of the Em- 
pire State building. This service will be 
augmented at some future date when the 
Columbia Broadcasting television tower 
on top of the Chrysler building in New 
York city swings into operation; but 
technical difficulties have delayed the 
CBS telecasting inauguration, so that 
thus far no definite opening date has been 
announced. 

In Los Angeles regular television pro- 
grams are on the air for about ten hours 
a week. There is some intermittent serv- 
ice in Chicago and Philadelphia, which 
should improve television set sales in 
those two cities as the program service 
becomes more regular. 

Broadly speaking, however, in view of 
the fact that television reception is limited 
to an area within a maximum of abou: 
50 miles from the transmission tower, 
it will be seen that the dealers who are 
trying to sell television sets are at pres- 
ent working under the double handicap 
of a very narrow market and a high 
sales resistance, occasioned by the retail 
prices which television sets must com- 
mand, notwithstanding the fact that this 
end of the radio manufacturing industry 
continues to be operated at an economic 
loss. 
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HE fact that excellent radio receiv- 
§ sets can now be purchased for as 
little as $10, enabling the buyer to listen 
to a very high caliber of program on a 
virtual 24-hour basis, makes the tele- 
vision salesman’s task that much harder, 
because of the unfavorable comparison 
bound to be reflected in the eyes of the 
buying public. In short, one of the chief 
complaints of dealers everywhere is that 
radios have “spoilt” the public for tele- 
vision. 

Technically, there has been little com- 
plaint about the performance of the new- 
ly marketed television sets. Some appre- 
hension had been felt earlier in the year 
in radio manufacturing circles that the 
public might be supercritical enough to 
demand higher standards of definition 
and clarity than are now available. But 
such criticism has yet to be heard from 
those relatively few members of the buy- 
ing public who have attended salesroom 
demonstrations or the general exhibits 
at the two world’s fairs. 

Under the circumstances, it is easy to 
understand why common shares in the 
television set manufacturing concerns 
which were hopefully issued within re- 
cent months are declining. However, it 
is also to be expected that as television 
transmission facilities swing into opera- 
tion in more cities, the sales market for 
receiving sets will gradually gain momen- 
tum. Preliminary arrangements have al- 
ready been made for telecast towers in 
Boston, Cleveland, Pittsburgh, Washing- 
ton, and a number of other larger cities. 
It is hardly to be expected that the dis- 
tribution of an entirely new type of ap- 
pliance in the luxury entertainment class, 
costing as much as $1,000 per unit, will 
become popular overnight. The long- 
range outlook is also complicated by the 
troubled international situation and the 
possible restrictions which defense emer- 
gencies might impose on radio communi- 
cations in the United States. 

*.¢.@ 
| prsnaigeh the questioning of a tele- 
phone company official by Judge 
Arthur E. Gordon in the Recorder’s 
Court recently as to why telephone serv- 
ice was extended to known handbooks, 
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the Michigan Bell Telephone Company 
issued the following statement : 

Under the law, the Michigan Bell Tele- 
phone Company cannot refuse to supply tele- 
phone service to anyone desiring it, and 
willing to pay the authorized charges. The 
law makes no exception of persons sus- 
pected or even accused of illegal acts. 

Therefore, even though this company 
might itself be convinced that a subscriber 
was using telephone service for illegal pur- 
poses, it would be an unlawful act to deny 
service to him; the company may not thus 
act as judge or jury. This is a function re- 
served to the courts. 

& £2 


NVESTIGATION has been started by the 
Wisconsin Public Service Commis- 
sion of rates charged by the Wisconsin 
Telephone Company to community chest 
organizations in the state. Hearings were 
to be held in Madison on September 13th. 
The investigation was started on the 
commission’s own motion after confer- 
ences with company officials failed to se- 
cure rates applicable to charitable insti- 
tutions for community chests. 

The company contended community 
chests are not charitable organizations 
and not entitled to the special rate given 
such organizations. 

The commission’s notice of formal in- 
vestigation stated: 


It appears from the records and files of 
the commission that the rates charged by 
the company to various organizations 
throughout the state known and described 
as community chests may be unlawfully dis- 
criminatory or in violation of the filed rates, 
rules, and regulations of the company. 

* * * * 
NTERVENTION by the Pennsylvania 
Public Utility Commission in order- 
ing the Pennsylvania Telephone Corpo- 
ration to place on sale by competitive 
bidding the securities ($5,200,000 of first 
mortgage 3} per cent bonds and 46,292 
shares of $2.50 preferred stock) which 
it had previously arranged to sell to a 
syndicate resulted in the company re- 
ceiving no bids whatever. Consequently, 
the financing which the company had ar- 
ranged may be postponed for six months, 
because of the requirement of new notice 
to holders of the securities to be re- 
funded from proceeds of the new 
securities. 
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Potential Effects of War 


nN this is written (September 5th) 
chances for a peaceful end of the 
Polish issue appear to be out of sight, so 
it may be of interest to speculate on the 
effects of war in Europe. 

While the policy of Congress and the 
administration with respect to the Neu- 
trality Act will have much to do with our 
foreign trade activity, we shall probably 
continue to sell a considerable amount of 
basic materials, such as copper, wheat, 
gasoline, etc., to neutral countries if not 
to warring nations. A rise in commodity 
prices would appear logical, the extent 
depending upon the period of time in- 
volved and the degree of price control 
enforced by our own government and 
others. As indicated by the accompany- 
ing table, commodity prices about 
doubled in the previous World War and 
advanced still further in the post-war in- 
flation period which ended in 1920. 

Due to the vast up-building of arma- 
ments, inflationary trends are already at 
work in Europe and certain sections of 
the Orient. The process is less in evi- 
dence in the Americas but nevertheless 
the groundwork has been laid for rapid 
inflation at some later day. The recent 
overnight drop in sterling from $4.68 to 
$4.39 was perhaps the “opening gun” of 
world inflation. 

On the other hand, if the situation 
should develop into a belated peace and 
disarmament conference, there might be 
a few months of deflationary trend in 
commodities such as copper and tin; but 
this would probably be offset by in- 
creased business confidence and activity. 

Any advance in commodity prices 
would, of course, be adverse to the utility 
companies, since the rise in wages and 
material costs would more than offset the 
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By OWEN ELY 


benefits of increased demand for elec- 
tricity, and it would be difficult to raise 
rates. An average of 20 utility stocks 
dropped from 57 in 1914 to 47 in 1918 
and 39 in 1920 (see table), while on the 
other hand 50 industrial stocks (due to 
ability to raise prices as costs rose) ad- 
vanced from 38 at the reopening of the 
Stock Exchange in 1914 to 54 in 1918 
and 61 in 1920. (These figures, with the 
exception of 1914, are for the yearly 
averages and thus do not measure the 
full extent of the changes described). 
Rail stocks are, of course, affected in 
much the same way as utilities, although 
in the previous war they were largely 
protected by a government guaranty of 
earnings. 


KX indicated in the table, commercial 
rates would probably rise sub- 
stantially during a prolonged world war, 
and bond prices decline. It is therefore 
fortunate that the utility industry has 
completed so large a proportion of its 
refunding program. 

During 1914 to 1917 an index of in- 
dustrial production advanced from 45 to 
87, declining later to an average of 57 
in 1921. Of course much of our war- 
time prosperity was due to the heavy 
purchases made by the Allies, but despite 
Congress’ reluctance to change the Neu- 
trality Act, history would probably re- 
peat itself. Until the act is modified, 
orders for airplanes might be diverted to 
Canada; but, on the other hand, the tool 
industry and many other lines not classed 
as munitions should benefit. Even if the 
Neutrality Act remains, methods of 
transhipment through neutral countries 
could be worked out. Moreover, our own 
armament program would doubtless be 
speeded up. 

Hence, while political factors in 1940 
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may still play an important rdle in busi- 
ness the advent of a world war should, 
after some initial irregularity, stimulate 
industrial activity and commodity prices. 
But due to the experience gained in 
1914-1918 and a greater measure of gov- 
ernment control, the various trends dis- 
cussed above would probably not go to 
the extremes witnessed in the earlier war. 

One difficulty we seem likely to avoid 
—the four months’ closing of the Stock 
Exchange which occurred in 1914. The 
SEC and the Exchange are reported co- 
dperating on a program designed to avoid 
any closing by limiting daily fluctuations 
in stock prices or some other device. 

Because of the far greater destructive- 
ness of modern implements of war, it 
seems unlikely that a European conflict 
could now last four years, though China’s 
ability to hold out against Japan for over 
two years indicates the fallacy of fixing 
a time limit even where one side has a 
striking superiority in equipment. 


> 


Commonwealth & Southern Leads 
Way in Expansion Plans 


OLLOWING completion of the sale of 

the Tennessee Electric properties to 
TVA, President Willkie of Common- 
wealth & Southern announced an accel- 
erated construction program involving 
the immediate expenditure of $16,000,- 
000. This amount is in addition to a nor- 
mal outlay of $30,000,000 already being 
spent this year for plant maintenance and 
improvement, and will be further aug- 
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mented as conditions warrant. Mr. Will- 
kie said his decision was based upon the 
following factors: 

(1) Passage of the Booth Bill by the 
Alabama legislature, prohibiting the 
duplication of utility facilities. 

(2) Action of Congress in limiting and 
earmarking funds appropriated for the 
Tennessee Valley Authority’s acquisition 
of utility properties. 

(3) The generally more favorable at- 
titude of Congress and other legislative 
bodies towards business. 

The new expansion program includes 
construction of a $4,000,000 steam gen- 
erating plant at Mobile, Ala., with the re- 
maining $12,000,000 to be used in Michi- 
gan, Pennsylvania, Ohio, Indiana, and 
Illinois. 

Mr. Willkie has also agreed to buy 
about $15,000,000 worth of power from 
the TVA over a 10-year period, the 
identical amount which was estimated as 
the cost of generating the same amount 
of energy by construction of a modern 
steam plant. While it is generally recog- 
nized that steam plants are more effi- 
cient, TVA is, of course, able to sell its 
power at a low figure because much of 
the plant cost is allocated to flood control 
and navigation. 

Public Service Company of Indiana 
recently announced that because of the 
growing demand for electricity a $6,400,- 
000 expansion program would be under- 
taken. 

It is now estimated that next year’s 
construction budget for the electric in- 
dustry may reach $600,000,000 compared 


20 20 50 Com. Com- Indus. Bond 
Utility Rail Indus. Paper modity Prod. Price 
Stocks Stocks Stocks Rate Prices* Index** Index** 
Before the war (July, 1914) .. 57 83 40 4.40 67 53 96 
Exchange reopened Dec., 1914 57 78 38 4.35 67 45 94 
Average year 1915 .......... 61 83 47 3.45 70 95 
Average year 1916 .......... 64 89 62 3.43 86 85 96 
Average year 1917 .......... 54 80 58 4.74 118 87 93 
Average year 1918 .......... 47 73 54 5.87 131 82 86 
Average year 1919 .......... 46 74 65 5.42 139 72 85 
Average year 1920 .......... 39 67 61 7.37 154 80 77 
Average year 1921 .......... 41 65 50 6.53 98 57 79 
Average year 1922 .......... 54 77 60 4.43 97 78 90 


_—. 


*U. S. Bureau of Labor Statistics. 
**Standard Statistics. 
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with the $470,000,000 program under 
way this year. Electric power output for 
the week ended August 19th set a new 
high record—despite a shutdown in the 
oil industry in six states—which indi- 
cates that utilities may have to step up 
present building plans. 

Every month thus far each year has 
shown an increase over 1937, the previ- 
ous record year, when the output was 30 
per cent over 1929. With output grow- 
ing more rapidly than general business, 
any substantial pick-up in industrial pro- 
duction might cause a further sudden de- 
mand, not only for power production, but 
also due to the increased spending power 
of domestic consumers. 


fi phonies has been heard recently 
about the government’s plan for 
interconnection of power plants in the 
East to avoid breakdowns in event of 
war. However, it may be that the pres- 
ent war scare will stimulate progress 
toward this objective. 

Trustee Maurice P. Davidson of the 
New York State Power Authority in a 
recent broadcast urged the development 
of 4,000,000 horsepower on the St. 
Lawrence and Niagara rivers. He views 
the power situation in the state with 
alarm, asserting that the state is “starv- 
ing for lack of vision and enterprise.” 
But the normal expansion needs of the 
industry should not be confused with the 
politicians’ mania for developing huge 
hydro projects far in advance of a com- 
mercial demand for the power. The 
Electrical World (May 6th) presented 
statistics which indicated that New York 
state already has private generating ca- 
pacity some 60 per cent in excess of peak 
load requirements. Since new hydro 
plants are more expensive than steam, as 
regards cost of kilowatt output, a big 
New York hydro development would be 
a waste of funds comparable perhaps to 
the ill-fated Passamaquoddy enterprise. 

Out on the Pacific coast the govern- 
ment has a huge amount of potential 
power to sell in one of the most sparsely 
settled areas in the United States. Engi- 
neers at the Bonneville project are ex- 
perimenting with long-distance DC high- 
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voltage power transmission as one means 
of expanding their market. At present 
the 275-mile line between Boulder dam 
and Los Angeles is the longest AC cir- 
cuit in the country. Bonneville experts 
hope to prove that DC transmission is 
simpler and less costly. 

It seems evident that the best expan- 
sion plans are those of the engineers for 
existing power plants, which can take ad- 
vantage of present excess building ca- 
pacity to house additional generators, 
They know where and when to scrap ex- 
isting equipment, and can accurately 
gauge the trend of local power demand. 
But creating power in huge amounts 
without a ready market, as the govern- 
ment usually does, is necessarily a gam- 
ble on the development of new industries 
or the shifting of factories from one area 
to another. 

¥ 


Danzig Crisis Slows Up 
Financing Plans 


WING to the international situation, 
new financing in the fortnight end- 

ed August 26th included only one im- 
portant utility issue and two small ones. 
On August 21st $25,000,000 Central 
Power & Light Company first 34s due 
1969 were offered at 101 by a syndicate 
headed by Glore, Forgan & Co.; and 
$7,000,000 serial debenture 14-3s due 
1940-46 at prices to yield 1.25 per cent. 
All the bonds were disposed of on the 
offering day, except a few held out for 
various dealers throughout the country. 

On August 23rd $1,050,000 Upper 
Michigan Power & Light Company first 
4s due 1959 were offered at 100} by the 
First Michigan Corporation. The com- 
pany is a subsidiary of Escanaba Paper 
Company, its principal commercial 
consumer. 

Peninsular Telephone Company (Flor- 
ida) offered $100,000 shares of $1.40 
Class A preferred stock to holders of the 
7 per cent preferred, in the ratio of four 
new shares for each share held. The un- 
derwriters, Bodel & Co. and Coggeshall 
& Hicks, were to have offered any un- 
subscribed stock, but it was unnecessary. 
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While Halsey, Stuart & Co. had filed 
an amendment naming the underwriting 
group for the $45,000,000 Northern 
Indiana Public Service Company first 
38s due 1969, the bankers decided on 
August 22nd to postpone the offering, 
which had been scheduled for the 24th. 

Despite the war crisis, however, Hal- 
sey, Stuart proceeded on August 25th to 
register another important issue—$38,- 
000,000 Public Service Company of 
Indiana first 33s due 1969 and $10,- 
000,000 serial debentures due 1940-49 
(coupon rates to be specified later), for 
refunding purposes. 

The public service commission has 
authorized the New York Light & Power 
Corporation to issue $66,000,000 first 32 
per cent bonds due 1969 and $582,000 or 
more 34s due 1964, to be disposed of not 
later than October 15th. Any remaining 
38s per cent bonds not accepted by bond- 
holders in exchange for outstanding 44s 
will be cancelled, and instead an equal 
amount of 34s (in addition to the $582,- 
000 mentioned above) will be sold to a 
small group of insurance companies. The 
refunding will save approximately $580,- 
000 annually in interest charges and 
about $170,000 in excess cash. The new 
financing is also before the SEC for 
approval. 

Utilities Power & Light Corporation, 
Ltd. a Canadian corporation, has been 
authorized to use $3,000,000 of available 
cash to buy debentures of its debtor par- 
ent corporation at a price of 70, Charles 
i Adams, trustee, and R. R. Monroe, 
president, have announced. There are 
outstanding $36,236,700 debentures, in- 
cluding $28,674,700 held by Atlas Cor- 
poration. 


¥ 


Corporate News 


oe Power & Light Company 
(Electric Bond and Share system) 
has indicated its willingness to buy Fed- 
eral power from Bonneville and pass any 
savings along to customers. According to 
President McKee, the company “will 
buy Bonneville power to the full extent 
that actual savings can be realized, and 
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to the full extent that the company’s mar- 
ket will absorb this power where it is 
available. We will give the benefit of 
savings from the purchase of Bonneville 
power to our customers through further 
rate reductions.” 


Nevada-California Electric Corpora- 
tion, which has been unable to earn full 
dividends on its $7 preferred, proposes 
to split the stock into two $50 par shares, 
one carrying a $3 cumulative dividend 
rate and the other a noncumulative divi- 
dend rate. The exchange has been ap- 
proved by stockholders and is now before 
the Federal Power Commission. The 
company also proposes to double the 
number of common shares (to maintain 
voting rights of preferred and common 
on the old basis) and decrease par value 
from $100 to $5. 


Utilities continue to be a target for 
special tax levies. Hillsboro township 
(New Jersey) has asked the Somerset 
County Tax Board to establish the town- 
ship’s right to levy taxes of $150,000 a 
year on a $17,000,000 assessment on the 
intangible personal property of the Duke 
Power Company. The company’s prop- 
erty is in the Carolinas, while its so- 
called intangibles are stocks, bonds, re- 
ceivables, etc., held on the estate of Mrs. 
Cromwell (née Doris Duke). 


Public Service Company of Colorado, a 
subsidiary of Cities Service, has revived 
its refinancing plan. A_ stockholders’ 
meeting has been called for September 
16th to ratify it. The original plan was 
approved last December by stockholders, 
but was withdrawn from the SEC (be- 
fore the commission acted on it) because 
of several protests. The company pro- 
poses to issue a total of $52,500,000 in 
first mortgage bonds and unsecured 
debentures. Forty million dollars of the 
amount would be first mortgage bonds 
maturing in not less than twenty-five 
years at an average interest rate not ex- 
ceeding 33 per cent. Approximately $12,- 
500,000 of unsecured debentures will be 
issued, maturing in not less than ten years 
at an average rate not above 4 per cent. 
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Common stockholders of the Inter- 
borough Rapid Transit Company were 
allotted $3 a share in the transit unifica- 
tion purchase plan, hearings on which be- 
fore the transit commission have now 
been closed. Rogers S. Lamont, counsel 
for the Stockholders’ Committee, advised 
the commission that court protection 
would be sought if necessary to obtain a 
better amount per share. “The committee 
is prepared to pursue the litigation and 
we think we have everything to gain and 
nothing to lose,” Mr. Lamont told the 
commission. “We are willing to accept 
somewhat less than $25 a share, but it 
must be considerably more than $3.” 
Mr. Lamont also indicated that in his 
opinion the total price offered by the 
city, $151,000,000, is inadequate. 


For several years rumors have gained 
currency in Wall Street from time to 
time that a merger was imminent between 
Brooklyn Union Gas and Consolidated 
Edison. The New York Times com- 
ments as follows: “Wishful thinking on 
the part of enthusiastic bond merchants 
has blossomed forth annually, with the 
result that relatively uninformed inno- 
cents have been led to believe that the 
merger of all mergers was at hand. About 
this time last year, the situation became 
so acute that a full-fledged story, disclos- 
ing all the intricate details of a merger 
of the two utilities, appeared in print. 
The betting this year is even, but both 
Consolidated Edison and Brooklyn 
Union executives hope that the merger 
story will not be repeated.” 


While the SEC on June 29th approved 
the recent New York State Electric & 
Gas Corporation financing, it issued a 
statement August 14th criticizing the As- 
sociated Gas and Electric system for its 
method of handling tax matters. “New 
York State Electric has, through holding- 
company management or mismanage- 
ment, been put in a position where, after 
paying its own taxes to holding com- 
panies, it must now generate funds by 
sale of its securities to pay the taxes of 
the holding companies, and may inci- 
dentally relieve from liability persons 
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originally responsible for this misman- 
agement. To the question which imme- 
diately arises as to why Associated Gas 
and Electric Company and Associated 
Gas & Electric Corporation do not use 
their own credit to pay their own taxes, 
the answer is promptly given that they 
have no credit. Thus, New York State 
Electric, the other operating companies 
in the system, and investors therein are 
confronted with a situation brought 
about through the fault of others, but a 
situation which nevertheless exists and 
must be met. . . . We have reached the 
conclusion that the benefit to the public 
utility companies in the Associated Gas 
and Electric Company system, including 
New York State Electric, to be derived 
from the lifting of the tax lien more than 
outweighs the detriment to New York 
State Electric arising from the issuance 
of preferred stock and upstream pay- 
ment of funds under questionable cir- 
cumstances.” 


Third Avenue Railway Company is 
planning to complete its substitution of 
busses for trolley lines within New York 
city, according to an announcement by 
Mayor LaGuardia. Immediate removal 
of the trolleys on 42nd street and Broad- 
way as well as some of the important 
Bronx lines is sought, with progressive 
action on other lines over the next few 
years. Definite term franchises would be 
substituted for the present unlimited 
franchises. The plan must be approved 
by the board of estimate, the transit 
commission, and security holders. Much 
detail work remains to be completed, in- 
cluding simplification of the financial re- 
lationship between the Third Avenue 
Railway and fifteen subsidiaries, which 
will probably be worked out by means of 
a merger and the formation of a new bus 
company. The important question as to 
who will pay for the removal of the 
trolley tracks is also still unsettled. It is 
generally agreed that a crosstown bus 
line will effect a great improvement over 
the slow trolley schedule; and the com- 
pany expects to gain traffic for some of 
its other lines as further sections of 
the elevated railways are scrapped. 
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What the State 














Commissioners 


Are Thinking About 


Excerpts from the opinions expressed in reports 

and addresses at the annual convention of the 

National Association of Railroad and Utilities 

Commissioners in Seattle, Wash., from August 
22nd to August 25th, 1939.* 


On Competitive Bidding on Utility Securities 


6 Bon effective cost of capital depends, in 
particular, upon the credit status of the 
utility. It is also influenced by the size of the 
issue and the character of the capital market 
available at the moment. 

The sale of securities by codperative negotia- 
tions has not always been on an ethical stand- 
ard. The welfare of the utility corporations 
has occasionally been subordinated to the in- 
terest of its financial advisers. The rules for 
competitive bidding and arm’s length negotia- 
tion are effects and not causes. They did not 
originate with the regulatory commissions 
which have adopted them. Their roots extend 


back to transactions that were not in the pub- 
lic interest. They were and will be adopted 
to remedy the weaknesses in the system of 
private negotiations. But one must not expect 
too much from competitive bidding. It is not 
adaptable to all cases. Instances will arise 
where open negotiation, not private negotia- 
tion, or the principles contained in the Securi- 
ties and Exchange Commission Rule U-12F-2 
are preferable. 


—Report of special committee under 
chairmanship of W. C. Fankhauser of 
California. 


On Cooperation between State and Federal Commissions 


gin cases before the Federal regulatory 
commissions other than the Interstate 
Commerce Commission are few in comparison 
with the number of such cases before that 
commission. This is because of the limitations 
upon their jurisdiction to regulate rates, in the 
statutes creating those commissions, included 
for the protection of state jurisdiction. 

As to telephone rates, the Federal Com- 
munications Commission has no jurisdiction 
whatever as to exchange rates, intrastate or 
interstate, and as to toll rates it has jurisdic- 
tion only as to those which are interstate. 


*For general program, see page 382. 
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Such interstate toll rates, in the nature of 
things, are mostly for long-distance calls, as 
contrasted with toll rates covering intrastate 
calls. The revenues involved are accordingly 
very substantial in the aggregate. The volume 
of interstate toll service is, however, much 
smaller than the intrastate, and the revenues 
are less than intrastate toll revenues. They 
constitute only about 15 per cent of all tele- 
phone revenues. 

As to gas rates and electric power rates, 
the Federal Power Commission has no juris- 
diction whatever over the rates to ultimate 
consumers, whether the service involved be 
intrastate or interstate. 
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Because Congress has thus limited the 
jurisdiction of these Federal commissions to 
matters which are of national, rather than of 
local, interest, rate cases which will arise be- 
fore the Federal Communications Commis- 
sion and Federal Power Commission for de- 


termination will be comparatively few, al- 
though such as do arise will be of very great 
importance. 
—Report of committee under chairman- 
ship of John J. Murphy of South 
Dakota. 


& 


On Grade-crossing Elimination 


HE past year has seen many accomplish- 
Taz not only in the elimination of cross- 
ings at grade, but also in the installation of 
protection devices. Most of the states have 
been able to inaugurate and carry out pro- 
grams of varying scope, so that at the end of 
another year your committee can report with 
great satisfaction as to the accomplishments 
attained along these lines. 

It is refreshing to note that the number of 
accidents, fatalities, and injuries at railroad- 


highway crossings for the year 1938 shows a 
chetuatiol decrease as compared with the year 
1937, as the following figures will show: 
Year Accidents Fatalities Injuries 

1937 ....4,489 1,875 5,136 

1938 ....3,493 1,517 4,018 


Decrease 996 (22%) 358 (19%) 1,118(22%) 

—ReEport of committee under chairman- 

ship of Thomas L. Hanson of New 
Jersey. 


= 


On Intercorporate Relations 


' may be of interest to know that our 
studies have brought to light various 
servicing arrangements not being conducted 
by ordinary types of companies. These ar- 
rangements involve no formal type of in- 
corporated or partnership entities but often 
are stated to represent joint arrangements be- 
tween companies cleared through a special 
fund or account. Our jurisdiction extends be- 
yond the regulation of what one ordinarily 
regards as service companies and it embraces 
any type of arrangement through which serv- 


ices may be rendered to system companies. In 
this connection the commission is not con- 
cerned with the form which the particular 
servicing arrangement may take but rather 
with the substance of the servicing activities. 
These studies have in fact opened up a new 
field of inquiry in connection with our future 
— of § 13 [Holding Company 
Act]. 


—Rosert E. HEAty, 
Member, Securities and Exchange 
Commission, 


On Motor Carrier Rates 


Tz proposition of what the rate should 

seems to start with the question, 
“What is the railroad rate?” At least that is 
one definite factor known to both the shipper 
and the carrier. If the regulated trucker can 
convince the shipper that his service is worth 
more than the rail service, or has marked ad- 
vantages over such service, he is inclined to 
charge slightly more than the rail tariff. If, 
owever, competition or ability to get the 
business demands that the trucker should 
charge less than the rail rate, he attempts to 
Procure the business by that device. 

In the background of it all stands the ship- 
t, who has the financial means and sees a 
lusiness saving which can accrue to him by 
reason of his furnishing his own transporta- 
tion and avoiding payment, either to the rails 
or to the regulated trucker for hauling his 
products, 


373 


The ability of the railroads to meet this 
competition of both the regulated trucker and 
the owner-transporter is a matter of serious 
moment. Because of many fixed costs and 
charges; because of, in many instances, in- 
ability to meet the flexibility of truck service; 
because of many other apparent variables that 
work to the disadvantage of the railroads, the 
solution of the problem of how to get the 
necessary revenues by the railroads is causing 
not only managerial worries but financial in- 
security and substantial monetary losses, with 
far-reaching results in the investment field. It 
is naturally to be hoped that the regulatory 
bodies—the Interstate Commerce Commission 
and the several state commissions—may in 
time bring order out of chaos. 


—Report of committee under chairman- 
ship of Frank E. Southard of Maine. 
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On Motor Carrier Regulation 


a is trying to bring order out 
of chaos and attempting again to save 
the railroads and the trucks from themselves. 

A prosperous and adequate transportation 
system hangs in the balance. 

The trucking industry in its inexperience 
has overextended itself, believing it can haul 
freight for any and all distances and profit. 
Already some have come to realize that for 
the longer hauls the smaller unit of transporta- 
tion is unprofitable. 

The sooner the truck operator finds his 
place in the transportation field, and develops 
that field, he will find himself more prosperous 
and able to adequately handle the traffic. 

—RuicHArRD J. BEAMISH, 
Member, Pennsylvania Public Utility 
Commission. 


HE regulated trucker has certain finan- 

cial obligations which affect his busi- 
ness that the owner-transporter does not 
necessarily have to meet. Insurance rates for 
vehicles for hire are usually much larger than 
those paid by private concerns. Cargo insur- 
ance is required in one case and not in the 
other. The “for-hire” carrier has to pay fees 
to the state regulatory bodies. The common 
or contract carrier has to attend conferences, 
meetings, and hearings more or less fre- 
quently to protect his interests. This involves 


time and expense. And, in addition, the 
trucker has counsel fees of various kind 
for attending such hearings, and other matters, 
which mount up rapidly. He also has to he. 
long to, or maintain, a rate bureau. He ha 
expense relative to tariffs and he has reports 
of various types to make to regulatory bodies 
that incur increased overheads. He must ob. 
serve safety rules, labor regulations, and many 
other incidentals which add to his costs of 
transportation. Most, if not all, of these costs 
are not borne by the concern which is trans. 
porting its own product and not subject to 
regulation. 

The practical result is that the “for-hire” 
trucker—be he either a common or a contract 
carrier of goods—is somewhat at the mercy 
of the shipper. If the shipper is in a position 
to do so—and many shippers are in that posi- 
tion—he can tell the common or contract car- 
rier to meet a certain price or lose the bus- 
ness. The differential of cost of operation is 
in favor of the individual who desires to haul 
his own merchandise and adverse to the regu- 
lated carrier. The threat of the shipper is 
always present and it is frequently noted that 
the threat of “lower rates or no business” has 
been carried through and the shipper has be- 
come a transporter. 

—Report of committee under chairmar- 
ship of Frank E. Southard of Main. 


On Motor Freight Classification 


HE main purpose of a freight classification 

should be to have it all-inclusive or as 
nearly so as practicable. The classifications 
now in use by motor carriers, which are mainly 
adaptations of the rail classifications, fail to 
meet this requirement just as the rail classi- 
fications fail to do so and result in many ex- 
ceptions and commodity rates, so in fact those 


now in use are not really comprehensive 

classifications. It is the opinion of the con- 

mittee that continuance of use of the present 

motor freight classifications will lead to u- 
sound rates for motor carriers. 

—Report of special committee under 

chairmanship of Edwy L. Taylor of 

Connecticut. 


On Mutual Service Companies 


UBSTANTIAL reductions in the cost of 

servicing have been brought about [by 
service companies] in several instances, 
amounting in one instance to approximately 
$400,000, or 30 per cent of the servicing cost 
of this particular system. Other reductions 
have been made in such items as office rent 
and in other instances, through the elimination 
of unnecessary services. Material changes 
have been made in the balance sheets of many 
companies through the elimination of items 
not necessary for the efficient and economical 
performance of service, sales, or construction 
contracts. As a result of these eliminations, 
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the capitalizations of several service companits 
have been reduced materially. Consequently, 
the service companies which have received 
conditional qualification have had their assets, 
liabilities, and activities limited principally to 
the purpose of the company; that is, the per- 
formance of beneficial services. 
—Rosert E. HEALy, 
Member, Securities and Exchange 
Commission. 


M2 of the service companies which 
have been conditionally qualified by 
the commission are now rendering services a! 
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a cost of less than 1 per cent of the con- 
solidated gross revenues of the system. The 
costs in specific instances range from ap- 
proximately one-half of 1 per cent to 3 per 
cent of consolidated gross revenues, being 
affected by the extent of services rendered and 
by the amount of salaries of the so-called 
operating personnel carried on the service com- 
pany’s payroll. In one situation the cost ap- 


proximated 74 per cent and in another which 
has not as yet been disposed of but is now 
being studied, the cost of servicing due to un- 
usual circumstances is approximately 10 per 
cent of the consolidated gross revenues of the 
system. 
—Rosert E. HEAty, 
Member, Securities and Exchange 
Commission. 


On Mutual and Subsidiary Service Company Contracts 


T= is much work ahead of us in 
policing these contracts. It is my thought 
that for larger holding companies ... a 
uniform service contract may, as experience 
reveals the good and bad in the many contracts 
now in use, after conference with representa- 
tives of the holding companies, be prepared 
by an appropriate committee of the associa- 
tion and recommended by the association to the 
Federal and state commissions making up its 
membership for adoption and use in their re- 
spective jurisdictions. Such a contract would 
provide a more uniform method of allocating 
costs, fix the limit of those costs if that is 
deemed advisable, although I hardly think this 
isnecessary in view of the Supreme Court of 
the United States’ decision in the Western 
Distributing Company v. Kansas Case, and 
would eliminate conflicting provisions which 
can now and probably will in the future em- 
barrass either Federal or state commissions. 
The existing contracts usually contain a pro- 
vision that such contract is subject to all rules, 
regulations, and orders of the Federal commis- 
sion and the state commissions having juris- 
diction in the premises. It may be as we 
travel along the road to more perfect regula- 


tion that a codperative procedure will prove 
itself advisable, as so happily has been the 
case in other proceedings in which state and 
Federal questions were at issue, to eliminate 
the possibility of a Federal commission or a 
state commission adopting some rule or regu- 
lation inconsistent with statutory rules and 
regulations of the other. In other words, what 
would happen today if a state commission 
would require of an operating utility that it, in 
its dealings with its service company, do some- 
thing or terminate a practice that is inconsist- 
ent with an order or ruling of the Securities 
and Exchange Commission? Frankly, I do not 
know what would be the result. This associa- 
tion could give careful study to this problem 
and, in my opinion, its time would be well 
spent in studying the possibilities of a uniform 
management and engineering contract and in 
working on a procedure that would minimize 
the possibility of inconsistencies between rules, 
orders, and requirements of Federal and state 
agencies concerning such contracts and rela- 
tionships. 
—ALEXANDER M. MAnoop, 
Member, West Virginia Public Service 
Commission. 


7 


On Rate-making Value 


P is not necessary to go into the details of 
the events that led up to the decision in 
Driscoll et al. v. Edison Light & Power Com- 
pany, which like the famous “McCardle Case” 
and “West Case” will probably take the popu- 


lar short title the “Driscoll Case.” Every 
member of this association should be, or should 
make himself, familiar with that background, 
for this is an interesting chapter in a series of 
decisions begun more than forty years ago 
with Smyth v, Ames. 

_ The presiding Pennsylvania commissioner 
in this case does not accept the decision as a 
stalemate or a check upon the general assault 
upon the reproduction cost theory. In accord- 
ance with its practice the court confined itself 
to the precise question that was before it, 
choosing not in the opinion written to address 
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itself to a matter doubtless regarded as not 
germane to that question. 

The significant fact is that in this case there 
was presented by, and for, the United States 
as amicus curiae, one of the strongest briefs 
and arguments that has thus far been mar- 
shalled or possibly that can be made for ac- 
ceptance of prudent investment as rate base 
and the most vigorous condemnation of what 
has come to be called fair value rule pro- 
cesses. The 140-page brief was an enlarge- 
ment of the able brief and argument of the 
Federal Power Commission, as amicus curiae, 
filed in the Pacific Gas and Electric Case. 
Among those whose names were signed to the 
brief as its authors, in addition to counsel for 
the Department of Justice, were counsel on the 
staffs of the Federal Power Commission, the 
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Securities and Exchange Commission, and the 
Federal Communications Commission. .. . This 
argument was presented to a court on which 
were sitting four members appointed within 
the past two years. Only two of them joined 
in the criticism of the rules of Smyth v. Ames. 
The court was not moved from its oft-repeated 
decisions that the rate base is fair value and 


that fair value is not to be determined by 
adoption of any one element or factor, but 
consideration of all pertinent matters of recor] 
in the exercise of an enlightened judgmey 
having its foundations in the record of each 
particular case. 
—Report of committee under chairma. 
ship of Ernest I. Lewis of the ICC. 


On Power-phone Inductive Interference 


HE comments on inductive interference 

were similar this year to last. A majority 
of the commissions reported telephone sys- 
tems in their states had experienced operating 
troubles because of inductive interference 
from rural electric power circuits. To over- 
come these difficulties, single-wire, ground- 
return circuits have been “metallized” by the 
stringing of additional wire, after which elec- 
trical susceptiveness to the disturbing fields 
from the power lines has been balanced out 
by transpositions. Exposed areas generally 
have been isolated with repeat coils when only 


these exposed areas have been metallized 

Proper use of these coils in a number of 
cases has also provided additional phantom 
circuits. The usual corrective procedure pro- 
vides that the electric utility furnish the ma 
terials necessary and the telephone utility 
furnish the required labor. Some of the re. 
plies indicated the commissions had issued 
rules or orders on the inductive interference 
problem. 


—Report of committee under chairmor- 
ship of Ferd J. Schaaf of Washington, 


On Regulatory Legislation 


N so far as concerns legislation affecting 
I them, the state commissions may look 
back at the legislative record of the congres- 
sional session now drawing to a close with 
satisfaction by reason of legislation not en- 
acted, which at one time appeared threatening, 
but at the time of the preparation of this re- 
port appears to have been definitely defeated 


in this Congress. At the same time the state 
commissions may find some reason for satis- 
faction in that some definite progress appears 
to have been made in the matter of legislation, 
the enactment of which has been sought by 

them through this association. 
—Report of committee under chairman 
ship of H. Lester Hooker of Virginia. 


On Regulation of Rural Electric Co-ops 


wu only two exceptions the commis- 
sions were of the opinion that the pub- 
licly owned, municipal, rural electrification, 
and public utility district organizations should 
be regulated on an equal basis with the pri- 
vately owned utilities. They also expressed a 
belief that economical benefits would accrue 
and that few disadvantages would result. 
Some of these suggested benefits are: 
“Lower rates and restricted use of utility 
funds for nonutility purposes.”—‘Public 
safety—Basis for accurate comparison with 
private utilities."—“Prevents waste and dupli- 
cation and territorial conflicts.”—“No material 
advantages by including municipals and REA 
projects.” — “Prevention of discriminatory 
practices and assurance of standard service.” 
—Place the private companies on a more 
equal basis with municipal property and would 
result in lower municipal rates, better service, 
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and in more equal distribution of the tax 
burden.”—“Uniformity and lack of discrimina- 
tion.”—“More intelligent operation, account 
ing, and comparisons will result.”—“Custom- 
ers can be warranted reasonable service, work- 
men protected from unreasonable hazards, 
and complaints investigated.”—“Would pro- 
vide the means through which there would be 
effective and efficient regulation.” —“Standar¢- 
ization of service and availability of valuable 
regulatory information.” —“Better service, efi 
cient accounting practices, supervision of 
rates, safe construction, fewer perso 

prosecutions.” —“Standardization, better serv- 
ice, more economical administration. —- 
“Regulation would be more effective and com- 
plete if all agencies furnishing electric service 
are subject to the same jurisdiction, provid 

each agency is treated appropriately accord 

to its own form of organization and require 
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ments; but under existing REA set-up this 
principle is not practically attainable.”—“We 
think sooner or later they will be asking for 
regulation.” “From bitter experience I have 
learned that the simple fact of public owner- 
ship and operation does not ipso facto purify 
the policies and practices of a utility. Whether 
the utility is owned only by those members 


of the general public who possess stock certifi- 
cates, or by all of the public by virtue of 
citizenship, its policies and practices are laid 
down and executed by a relatively small num- 
ber of men who constitute the real manage- 

ment.” 
—ReEport of committee under chairman- 
ship of Ferd J. Schaaf of Washington. 


On Rural Electrification Experience—1938 


HE association’s committee reported the 
Teeeeuns comments from state commis- 
sions in response to the committee’s inquiries: 

“The private utilities have codperated fully 
with the commission and there are 21 REA 
co-ops operating in this state.”—“Not a 
troublesome question. Where economically 
justified have no difficulty in getting com- 
panies to build.”—“‘No determination has been 
made as to whether this commission has juris- 
diction over rural coOperative systems. Many 
problems on telephone interference have come 
up or doubtless will come up from this ex- 
pansion, Such expansion by private utilities 
is fairly well a standardized program.”—“Due 
to relatively small rural population and com- 
paratively wide coverage of state by electric 
facilities, the problem has been of minor im- 
portance in this state.”—“The amount of con- 
struction in 1938 decreased. This was due to 
the September hurricane.”—“We promptly 
take care of all rational requests for line ex- 
tensions as rapidly as made.”—“The policy of 
requiring small, frequently farmer-owned or 
locally owned telephone companies to bear all 
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the cost of metallizing lines is making it diffi- 
cult, if not impossible in some cases, to main- 
tain rural telephone service at rates farmers 
can afford to pay. The Wage-Hour Act, unless 
or until amended, is aggravating this problem. 
REA developments have been slower than they 
anticipated, or unable to connect customers or 
build up usage to a point where all costs are 
covered by revenues on a self-liquidating basis. 
The obligation of beginning interest payments 
and principal repayments to the Federal gov- 
ernment is prompting considerable activity to 
obtain relief through reduced wholesale rates 
justifiable only by some theory of socialization. 
In some instances retail rates of codperatives 
have probably been placed too low for self- 
liquidation. We believe it is preferable to 
effect such subsidies to these projects through 
taxation, chiefly Federal, rather than through 
wholesale rate schedules.”—“The REA proj- 
ects are attempting to invade commission regu- 
lation and think that sooner or later they are 
going to ask for protection and jurisdiction.” 
—ReEport of committee under chairman- 
ship of Ferd J. Schaaf of Washington. 


On Taxation of Rural Co-ops 


i most states taxes are levied on gross 
revenues, real and personal property, in- 
come, payroll, franchises and privileges, sales, 
unemployment compensation, social security, 
corporation stock, etc. The total taxes range 
from 9 to 20 per cent of the utilities’ base 
revenues. The average is 15.8 per cent. The 
larger percentage of the commissions ex- 
pressed an opinion that publicly owned or- 
ganizations should be taxed on an equal basis 
with the privately owned electric utilities. 
Among the benefits listed are: 

. “Better basis for comparison of taxes as 
items of cost and of doing business between 
public and private corporations.”—“Munici- 
pal plants should pay regular tax rates in lieu 
of assessments for special improvements, 
such as schools, hospitals, street improve- 
ments, sewers, etc.”’—‘“Equitable apportion- 
ment of governmental expenses to physical 
property.” —“Place all utilities on same ac- 
counting basis.”—“A lower tax rate.”—“All on 
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the same basis.”—“Uniformity of distribution 
of the tax burden.”—“Fairer competition and 
more accurate accounting.”—“Would require 
the users of the service to pay a legitimate 
item of cost in rendering such service.”—“It 
would necessitate each utility operating with- 
out preference, which is the only way true 
comparisons can be made.”—“Lower property 
tax rates in the townships, also would tend to 
keep operating expenses of all electric utilities 
on a comparable basis.”—“More equitable dis- 
tribution of tax burden.”—“This is a matter of 
legislative policy. It is our belief that if sub- 
sidies are to be given to extend the benefits 
of electricity to rural areas which are not self- 
supporting, such subsidies should be given 
through taxation rather than through rate 
schedules.”—“Under like conditions com- 
panies will keep excessive expenses before the 
public.” 

Disadvantages which were suggested as re- 
sulting from equal taxation were: 
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“Probably would reduce municipal rates... tard extension of electric services into thinner 
since assessments for nonutility purposes  territory.”—‘Think public distributing 9. 
probably exceed regular taxes.”—“Govern- ganization should bear some tax but not as 
ment might be forced to discontinue electric much. Equal taxation would not be fair be. 
service because of increased costs.”"—“A dis- cause not as much profit.” 
advantage would result to the users in that 
they would not be able to avoid part of the —Report of committee under chairman. 
cost of the service received by them.”—“Re- ship of Ferd J. Schaaf of Washington, 
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On Training Personnel for Public Utility Regulation 


¢ eo of the most noteworthy documents classification; the educational requirements of om 


presented at the Seattle meeting of the each group; the university facilities available pa 
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association was a comprehensive report to supply these educational needs; and the 
on this subject filed by the Committee on _ suitability of interneship, apprenticeship, and 
Progress in Public Utility Regulation, under organized in-service training plans for meet- 
the chairmanship of Paul J. Raver, former ing its staff-development problem. Such data 
chairman of the Illinois Commerce Commis- should be compiled under the supervision of 
sion, who has since been named Bonneville this committee or other representatives of the 
Administrator. This report covered the objec- association who may be designated responsi- 
tives of training programs (including interne- ble for developing personnel training pro- 
ship, apprenticeship, “in-service training”), grams among public utility commissions, 
together with excerpts of opinions of different 5. That to facilitate this analysis the asso- 
public utility commissioners on the state train- ciation specifically authorize the committee to 
ing programs (including the Wisconsin staff contact the various Federal regulatory 
development program) ; Federal training pro- agencies and the Council of Personnel Ad- 
grams (including TVA apprenticeship plans ministration with a view to making available 
and a general estimate of the Federal“level’); to the association the schematic procedure 
developments in university training; consensus being established for the Federal training 
of opinions and suggestions concerning staff programs. 
training; and recommendations of the com- The committee reported the following 
mittee. There was also included a list of summary of the “Consensus of Opinions and 
commissions submitting questionnaire returns Suggestions concerning In-service Training 
and a selected bibliography. of Staff Personnel”: 
The committee’s recommendations were as The foregoing sections of this report re- 
follows: view in detail the opinions, suggestions, and 
1. That this association officially recom- activities of state and Federal regulatory com- 
mend to its members the formulation and missions or other government agencies, utl- 
adoption of personnel training programs for versity professors, and other leaders in public batt 
staff development in accordance with the administration with respect to training per- poe he 
principles set forth in this report. sonnel for the public service. A summary of or € 
2. That this association express officially these follows: fa - 
its interest in codperating with local, state, and 1. A new emphasis is being given to per- re. Bi 
Federal authorities, educational institutions, sonnel training programs, as distinguished ht 
and other appropriate agencies in developing from mere selection of personnel. sari vin 
programs of training of personnel for public 2. The personnel training program of a Service 
utility regulation. commission must be adjusted to the needs of 
3. That this association officially authorize that agency, as revealed by a self-analysis of 
this committee, or other properly qualified personnel requirements to achieve regulatory 
commissioners or staff members chosen by the objectives which are carefully defined by the 
committee, to represent the association in as- agency. : 
sisting its members to establish staff develop- 3. Personnel training should be conceived 
ment programs and in codperating with other in broad terms of a staff development pro- 
agencies or parties to accomplish this objec- gram geared to defined objectives, rather than 
tive. in narrow terms of a particular plan of 
4. That as an immediate step towards method of training. 
establishing a staff development program, 4. Such a staff development program may 
each of the public utility commissions care- embrace interneship plans, apprenticeship plans, 
fully define its regulatory objectives and, in and organized in-service training plans, C0 
the light of these objectives, undertake a self- | drdinated with pre-entry and post-entry uml- 
analysis of its personnel requirements, includ- versity instruction. The staff development 
ing: a tabulation of job classifications; the program will not necessarily include all of tives, ir 
number of employees required for each these elements but will draw upon each of 
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them to the extent necessary for a proper 
adjustment of the program to the commis- 
sion’s needs. 

5. Every commission can benefit from a 
planned staff development program thus con- 
ceived, although the degree of staff training 
will vary with the needs of each commission. 

6. The major objective of a staff develop- 
ment program should be improvement in the 
quality of service offered by the commission, 
ie, the more effective regulation of public 
utility companies in the public interest. 

7, This major objective can be accomplished 
by planned training of outstanding present 
employees of commissions for careers in 
government service and by planned training 
of outstanding university graduates for 
careers in government service. The commis- 
sions themselves would place the greater em- 
phasis upon in-service training of present em- 
ployees, while educational institutions would 
give dual emphasis to the training of future 
potential employees, and at the same time 
would augment the in-service training of the 
commissions by establishing formal courses 
for the benefit of persons already in service. 

8. Commissions want to use the fruits of 
personnel training for the benefit of their 
own staff development, and probably would 
not include among the objectives of such 
training the understanding of government by 
people not planning to follow a career in gov- 
ernment service. 

9. The general experience of commissions 
leads them to emphasize the need for training 
technical experts and general staff members, 
but attention should also be given in an 
analytical study of personnel requirements to 
the need for training professional executives 
and pure administrators. The universities are 
preparing to codperate in training all four 
types of public servants. 

10. The commissions express the opinion 
that training of personnel should be primarily 
for their own staffs or, where unsatisfactory 
employment conditions exist on the state level, 
for a professional field on a nation-wide basis. 
A few commissions consider training for the 
general state service or for general public 
service to be desirable objectives. 

11. Educational institutions as a general 
rule concentrate on the broader philosophy 
and social outlook of a liberal education, 
particularly in pre-service instruction, rather 
than on employee’s job content, which is the 
basis of in-service training. 

12, With a framework of suitable employ- 
ment conditions, commissions can establish 
staff development programs in codperation 
with educational institutions which will effect 
a reasonable codrdination of the commissions’ 
desire to have men trained for their own staffs 
and the universities’ desire for a broad, real- 
istic outlook in the training program. 

_13. In effecting this codrdination of objec- 
tives, interneships, apprenticeships, and special 


379 


in-service training plans will be found very 
helpful in relating the graduate’s fund of 
theoretical knowledge with the practical as- 
pects of actual operating conditions. 

14. A successful staff development program 
must be founded upon suitable employment 
conditions, which are embraced in the con- 
cept of a “career service system.” In this 
connection the committee concurs in the 
recommendations of the report of the Com- 
mission of Inquiry on Public Service Per- 
sonnel, which outlines in detail the essential 
elements of a career service system and the 
steps to be taken to establish such a system. 

15. Special training plans used in a staff 
development program should be operated in 
conjunction with a career service system, and 
obsolete civil service legal provisions which 
impede this principle should be modified to 
harmonize with it. 

16. Pending establishment of a career serv- 
ice system, staff development programs should 
be inaugurated independently and be used to 
help bring about a career service system. 

17. The Wisconsin Public Service Commis- 
sion is the only reporting state commission 
which has established a planned staff develop- 
ment program. A number of commissions lean 
heavily upon universities in recruiting person- 
nel or give part-time employment to university 
students, or report that full-time employees are 
pursuing some university study; but these ac- 
tivities (except in Wisconsin) do not appear 
to be a part of an organized staff development 
program. 

18. All but a very few of the commissions 
consider personnel training plans to be de- 
sirable, provided such plans are properly 
adjusted to the needs of the governmental 
agencies. 

19. As the commissions see it, the principal 
difficulties in the way of personnel training 
programs are: lack of funds with which to 
finance a plan; the small staffs with which 
most commissions are required to operate 
under the present status of commission 
budgets; inaccessibility of codperating educa- 
tional institutions; and uncertainty of tenure 
for employees. 

20. These difficulties, however, are not in- 
surmountable, although they may force a 
modest beginning in undertaking a staff de- 
velopment program. 

21. In accordance with the findings of this 
report and the committee’s 1937 and 1938 re- 
ports, every effort should be made to improve 
the financial condition of state commissions 
in order that proper personnel recruitment and 
training policies may be made possible. 

22. Limited programs for staff development, 
however, can be undertaken with little extra 
expense even by small commissions. The Wis- 
consin in-service training plan for present em- 
ployees involves very little extra expense, 
other than the employees’ time devoted to the 
program. 

23. The Wisconsin staff development pro- 
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gram (which is reviewed in detail in the re- 
port) is operated in conjunction with civil 
service and is reported to be successful in its 
two aspects of (1) an apprenticeship plan for 
recruiting and training outstanding university 
graduates for careers in the government serv- 
ice, and (2) an in-service training plan for im- 
proving the efficiency of present employees in 
the government service. It appears, however, 
that the Wisconsin training programs are not 
as fully developed as are those of Federal 
agencies such as the Tennessee Valley Author- 


ity. 

24. The Federal public utility commissions 
are now taking active steps to establish staff- 
development programs through the recently 
created Council of Personnel Administration, 
the United States Civil Service Commission, 
the United States Office of Education, and 
their own personnel officers. 

25. A number of other government agencies, 
including the Tennessee Valley Authority, 
have already established staff-development 
programs embracing one or more special train- 
ing plans. 

26. The Tennessee Valley Authority in- 
terneship plan for student engineers and ap- 
prenticeship plan for assistants in the person- 


nel department are reported to be very suc. 
cessful. 

27. A number of leading universities are now 
actively engaged in developing special pro. 
grams of training for the public service in co. 
Operation with government agencies, 

28. The necessity for codrdinate work; 
relations between the Federal regulatory 
agencies and similar agencies at the state level 
can be met by an improvement in the calibre 
of staff in each commission, achieved through 
establishment of planned staff development 
programs, 

29. The Federal government is taking a new, 
dynamic, and decentralized approach to per. 
sonnel administration, emphasizing establish. 
ment of individual staff development programs 
to meet the individual needs of government 
agencies. 

30. To assure a future place for state regu- 
lation in an intelligently and capably ad. 
ministered democracy, state commissions must 
likewise take active steps to establish staff. 
development programs Cos upon a career 
service system and embracing planned training 
of personnel for the purpose of improving the 
quality of their public service. 
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Adopted Resolutions 


ggg That the Committee on Progress 
in Regulation of Public Utilities be au- 
thorized to continue its study of the problems 
of recruiting, training, and placing qualified 
personnel, to codperate with other proper agen- 
cies or parties interested in accomplishing the 
objectives of staff development programs and 
to carry out as fully as practicable the recom- 
mendations of the Committee on Progress in 
Public Utility Regulation as submitted in its 
1939 report to this convention, 


* * * * 


Wuereas, The Committee on Statistics 
and Accounts of Public Utility Companies, 
after extended study and conferences with 
representatives of state and Federal commis- 
sions, has submitted in a memorandum dated 
May 8, 1939, a recommended procedure for the 
disposition of amounts recorded in the acquisi- 
tion adjustment accounts; and 

Wuereas, The recommended procedure 
is designed to promote uniformity in utility 
accounting in accordance with the applicable 
uniform systems of accounts recommended by 
this association; and 

Wuereas, This association believes that 
uniformity in utility accounting is most de- 
sirable in the public interest; 

ResoLveD, That the recommended pro- 
cedure for the disposition of the acquisition 


adjustment account, prepared by said commit- 
tee and submitted to the association in the 
committee’s memorandum of May 8, 1939, be 
recommended to the commissions represented 
in the membership of this association for 
consideration and for adoption in their respec- 
tive jurisdictions. 


* * * * 


Wuereas, The Committee on Statistics 
and Accounts of Public Utility Companies, 
after extended study and conferences with rep- 
resentatives of state and Federal commissions 
and of associations representing gas and water 
utilities, has submitted proposed regulations 
for the preservation of records of gas 
water utilities; and 

Wuereas, These regulations are designed 
to insure the retention of records deemed nec- 
essary for effective regulation of these utili- 
ties; and 

Wuereas, This association believes that 
these regulations are desirable in the public 
interest ; 

Resotvep, That the proposed regulations 
for the preservation of records of gas 
water utilities, prepared by said committee, 
be recommended to the commissions repre- 
sented in the membership of this association 
for consideration and for adoption in their 
respective jurisdictions, 
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WHAT THE STATE COMMISSIONERS ARE THINKING ABOUT 


On Electric Service 


EGULATORY requirements should require that 
R electric utilities make voltage surveys 
comprehensive enough to provide the utility 
with sufficient information to determine the 
quality of voltage regulation supplied. Reviews 
of such surveys frequently disclose that the 
utilities make voltage tests only on complaint 
or only in sufficient number to conform to the 
commission’s minimum requirements, and do 
not use such surveys to effect a general im- 
provement in the service. Such surveys should 
be utilized to determine the adequacy of 
primary capacity as well as of parts of the 
distribution system, and also to insure ade- 
quate transformer capacity and satisfactory 
secondary voltage for customers’ appliance use. 
Where maps and records are not adequate to 
keep track of the effect of connecting major 


appliances to the system, voltage tests should 
be made after the appliances are connected. 
Records and tests made merely to meet the 
commission’s rules fail in their intended pur- 
pose, All such records should be analyzed and 
studied in order to be most productive of bene- 
ficial results. 

Continuity of service probably is the first 
essential to good and satisfactory service. An 
analysis of interruption records made over a 
relatively long period will contribute consider- 
able information bearing on whether reason- 
able provisions have been made for emergency, 
whether equipment is overloaded, and whether 
facilities are being maintained in good operat- 
ing condition. 

—ReEport of committee under chairman- 
ship of C. E. Nethken of West Virginia. 


e 


On Telephone Service 


M"= of the service of electric and gas utili- 
ties is now being furnished by utilities 
generally employing well qualified engineering 
and technical staffs and advisers, but in a good 
many of the states this does not apply to an 
appreciable portion of the service furnished by 
telephone utilities. A qualified telephone engi- 
neer of the regulatory body therefore may be 
able not only to determine the character of serv- 
ice the telephone utility is furnishing but in 
many cases to assist in correcting unsatisfactory 
service, There are still several thousand small 
telephone companies operating without techni- 
cally trained personnel and without the services 
of a qualified staff. In many of these cases the 
limited number of employees are striving to 
handle the multiplicity of duties resulting in a 
low standard of service. A well qualified com- 


mission engineer with the aid of certain test- 
ing equipment is in a position to locate faulty 
equipment, or faulty design, and to suggest 
corrective measures. Noise on lines can be de- 
termined and plans suggested frequently for 
improvement which can be followed even by 
the small telephone utility. The making out and 
reviewing of trouble tickets and a summary of 
their data are certain to lead to an improve- 
ment in service, the elimination of trouble, and 
promptness in making corrections. The clear- 
ance of trouble promptly after it is reported 
is an important factor of service and its effec- 
tiveness is determined by the ability or policy 
of the utility organization. 


—Report of committee under chairman- 
ship of C. E. Nethken of West Virginia. 


e 


On Progress in Rural Electrification 


Tz commissions’ replies, as well as the 
EEI Statistical Bulletin for 1938, show 
a gratifying increase in the percentage of elec- 
trified farm homes. Of the entire nation’s farm 
homes, 21.9 per cent are now electrified. The 
percentage for the Pacific coast states is 73.8 
per cent, for New England 56 per cent, and for 
middle Atlantic 54.9 per cent. Rhode Island 
again leads with 98.1 per cent, and California 
is a Close second with 90.5 per cent. Utah, New 
Jersey, Connecticut, Massachusetts, and Wash- 
ington farms are all more than 60 per cent 
electrified. 

At the close of 1938 1,400,000, or 21.9 per 
cent, of America’s 6,400,000 farms with oc- 
cupied dwellings were being served with elec- 
tric energy. These are in addition to those 
farms which are equipped with home plants. 
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During 1938 the number of electrified 
farms was increased 13 per cent and during 
the past three years nearly one-half (44 per 
cent) of the farms now receiving electric have 
been wired in. During these last three years 
more farms have been electrified than during 
the entire ten years previous. The showing 
during 1938 was made despite a decreased farm 
income. The annual consumption per farm 
customer has increased to 1,045 kilowatt 
hours, and the average rate per kilowatt hour 
has decreased to 44 cents. These correspondi 
figures for 1928 were 670 kilowatt hours an 
7.89 cents, respectively. These data apply to 
farms east of the ae mountains where lit- 
tle or no irrigation is involved. 

—Report of committee under chairman- 
ship of Ferd J. Schaaf of Washington. 
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General NARUC Program 


Ox August 22nd the 51st annual convention 
of the National Association of Railroad 
and Utilities Commissioners opened at the 
Olympic Hotel in Seattle, Wash., with more 
than 200 high regulatory officials of the Fed- 
eral government and various states attending; 
nearly 400 delegates had registered before the 
end of the 3-day session. 

Nelson Lee Smith, president of the associa- 
tion and chairman of the New Hampshire 
Public Service Commission, called the first 
meeting to order. Following an invocation by 
The Very Reverend John F. Gallagher, vicar 
general of the diocese of Seattle, there were 
scheduled addresses of welcome by the state 
governor, Clarence D. Martin, and the mayor 
of Seattle, Arthur B. Langlie. Director Ferd 
J. Schaaf of the Washington Department of 
Public Service welcomed the association on 
behalf of the host commission. A response 
was made for the association by its first vice 
president, Chairman Harry Bacharach of the 
New Jersey Board of Public Utility Com- 
missioners. 

The president’s address was then given by 
Mr. Smith, followed by an address by the as- 
sociation’s general solicitor, John E. Benton 
of Washington, D. C. (The latter address was 
reviewed and digested in Pusiic UTILITIES 
FortNnicut ty, August 31, 1939, page 296.) 

At the afternoon session of the first day of 
the meeting a special committee on constitu- 
tional amendments and association finance 
presented for the approval of the association 
a new constitution. This constitution was 
drafted as a result of a resolution recom- 
mended by the Nebraska commission and 
adopted by the association at its 50th annual 
convention in 1938. The resolution was to the 
effect that a special committee should be ap- 
pointed to consider constitutional changes to 
the end that the association’s finances should 
be put upon a more stable and equitable basis. 

The new constitution was subsequently 
adopted by the Seattle meeting without change. 
The principal innovation was the creation of 
the office of treasurer (to be filled ex officio 
by the secretary) and empowering that officer 
to collect membership dues, fees, and funds 
from association publications, to make an an- 
nual report upon the same to the executive 
committee, and to act as the general financial 
officer, particularly with reference to the as- 
sociation’s Washington office. The Washing- 
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ton office was also placed under the charge 
of the general solicitor. The association's 
executive committee was given authority to 
supervise and control finances of the associa- 
tion through the creation of a special sub- 
committee for that purpose. 

Several changes were made in the line-up 
of regular “standing” committees. The new 
committees, consisting of eleven members, are 
as follows: Legislation; codperation between 
state and Federal commissions; regulatory 
procedure; corporate finance; valuation; ac- 
counts and statistics; depreciation; progress 
in regulation of transportation agencies; 
progress in regulation of public utilities ; rates 
of transportation agencies; rates of public 
utilities; service and facilities of transporta- 
tion agencies; safety of operation of trans- 
portation agencies; service and facilities and 
safety of operation of public utilities. 

Commissioner Paul A. Walker of the FCC 
and Chairman J. D. James of the Missouri 
Public Service Commission led the discussion 
on telephone regulation at the afternoon ses- 
sion of the first day. Commissioner Walker 
strongly urged greater codperation between 
the FCC and the state commissions and re- 
ferred to the recent final report of the FCC 
on its special telephone investigation as in- 
dicating the desirability of lower long-distance 
telephone rates. His view was shared by 
Chairman James, who also approved the re- 
cent exemption of small telephone exchanges 
by Federal law from compliance with the Fed- 
eral Fair Labor Standards Act of 1938. 

The topic for discussion at the morning 
session of the second day of the meeting 
(August 23rd) was “transportation problems 
—railroad and motor carrier.” Commissioner 
Richard J. Beamish of the Pennsylvania Pub- 
lic Utility Commission urged that a uniform 
system of regulation should be imposed on 
railroads and truckers throughout the nation 
to permit the transportation industry to earn 
a living wage. Commissioner Ernest ‘ 
Thompson of the Texas Railroad Commis- 
sion and Ray C. Wakefield, president of the 
California Railroad Commission, were also 
scheduled as discussion leaders on the sub- 
ject of “transportation legislation.” 

At the afternoon session of the second day 
Commissioner Robert E. Healy of the SEC 
led the discussion on the regulation of public 
utility securities, while Commissioner A. M. 
Mahood of West Virginia presented a paper 
on “mutual and subsidiary company contracts. 
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It was at this session that Harry M. Bacha- 
rach of the New Jersey commission was 
elected president to succeed Nelson Lee Smith. 
James W. Wolfe of the South Carolina com- 
mission was elected first vice president to 
succeed Chairman Bacharach, and Ray C. 
Wakefield of California was elected new sec- 
ond vice president. 

On the morning of the third day Chairman 
Bacharach of the New Jersey commission 
presented the report of the Committee on 
Resolutions. The topic for discussion at this 
session was “problems in the field of public 
utility accounting,” in which the scheduled 
leaders were Ward C. Holbrook, president of 
the Utah Public Service Commission, Com- 
missioner Ray L. Riley of the California Rail- 
road Commission, and Chairman George Mc- 
Connaughey of the Ohio Public Utilities Com- 
mission. This discussion touched upon the re- 
casting of utility books to reflect original cost 
as required by new accounting classifications, 
and also the treatment to be accorded to con- 
struction costs paid with PWA grants. 

At the final session of the convention A. R. 
Colbert, chief accountant of the Wisconsin 
Public Service Commission, as chairman of the 
association’s special committee on depreciation, 
presented the report of that committee and led 
the discussion which was given over to prob- 
lems of depreciation, including the determina- 
tion of annual accruals with relation of the 
depreciation to the value for rate making and 
the codrdination of engineering and account- 
ing approaches in the matter of depreciation. 
C. P. Dexter, chief engineer of the Washing- 
ton Department of Public Service, also as- 
sisted at this discussion. 

Prior to adjournment the executive com. 
mittee announced that Miami, Fla., had been 
selected for the next convention of the asso- 
— which will meet on December 10, 


Santee-Cooper, TVA Exchange 


Pes exchange facilities between the $40,- 
300,000 Santee-Cooper hydroelectric proj- 
ect and the Tennessee Valley Authority may 
result from negotiations revealed recently by 
Robert M. Cooper, general manager of the 
South Carolina Public Service Authority, 
which is building the former development. 

Cooper said the South Carolina Authority 
engineers had been studying the engineering 
features of such a connection and whether it 
would be economically feasible and financially 
desirable to both agencies. He said such a con- 
nection would benefit both projects in time of 
peace and would strengthen the country’s na- 
tional defense. He stated: 

“If the detailed studies should bear out our 
preliminary conclusions, and if an agreement 
can be reached between the two authorities 
for interchanging power, the flow of power 
into the Santee-Cooper project will permit the 
firming up of the 250,000,000 kilowatt hours 
of secondary power from our power plant, 


making its total capacity 700,000,000 kilowatt 
hours of prime power, and the Tennessee Val- 
ley Authority likewise would be benefited by 
the interchange of power. 

“Such a connection conforms to sound util- 
ity practice in that it would insure continuous 
service through a stand-by connection with 
adjacent systems and it would permit the 
South Carolina Public Service Authority to 
begin contracting for the delivery of power at 
low rates before its own plant is completed.” 


Bonneville Administrator 
Appointed 


rR. Paul J. Raver, chairman of the Illinois 

Commerce Commission, was appointed 
by Secretary Ickes on August 21st as admin- 
istrator of the Bonneville power project and 
will assume his duties in Portland, Or., on 
September 15th. 

He will relieve Frank Banks, the Reclama- 
tion Bureau’s supervising engineer in charge 
of construction of the Grand Coulee dam, who 
has been acting administrator since May 4th, 
soon after the death of James Delmage Ross, 
first administrator of the project. 

Dr. Raver has been associated since 1933 
with the Illinois Commerce Commission. He 
was born at Logansport, Ind., in 1894, and is a 
graduate of the University of Nebraska and 
Northwestern University. 


Morgan’s Reinstatement Denied 


Ss Roosevelt had the legal right to 
oust Dr. A. E. Morgan as chairman of the 
TVA, Federal Judge George C. Taylor ruled 
last month, as he dismissed Morgan’s suit 
against the TVA and its directors. The action 
denied Morgan reinstatement and $2,916.66 
back salary, from the time the chairman was 
ousted to the time the suit was filed. 

Judge Taylor ruled the President “has the 
power of removal as an incident to the power 
of appointment or under constitutional grant 
of authority, or both, in the absence of legisla- 
tive limitation.” 

The suit, started a year ago, was filed by 
the former TVA chairman after he had been 
dismissed by President Roosevelt on a charge 
of contumacy, and challenged the President’s 
removal power. An appeal to the sixth cir- 
cuit court of appeals was assured by Dr. Mor- 
gan’s attorneys. 


To Pay Wholesale Rates for 
TVA Power 


Tt HE Tennessee Valley Authority announced 
last month that it had entered into an 
agreement with Commonwealth & Southern 
Corporation to supply its Alabama, Mississippi, 
and Georgia subsidiaries with more than 400,- 
000,000 kilowatt hours of electricity annually. 
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The contract, which became _ effective 
August 16th, provides Commonwealth & 
Southern will pay the regular TVA wholesale 
rates for hydro-generated current. When 
hydro power is not available, the price will be 
based on the cost of generating power at the 
steam plants acquired by the authority from 
Tennessee Electric Power Company. 

The TVA estimated the deal would increase 
its power revenues more than $1,200,000 an- 
nually, boosting the agency’s annual income 


from the sale of electricity to $12,700,000. 

The contract is for ten years, but either 
party may terminate it on eighteen months’ 
notice, the TVA announcement said. 

At Atlanta, Georgia Power Company offi- 
cials said the contract maintained an agree- 
ment in existence with the Tennessee Electric 
Power Company, whose facilities were ac- 
quired by TVA and Tennessee public agencies 
August 15th, for interchange of power in 
emergencies. 


a 
Alabama 


Governor Signs Measures 


G OVERNOR Dixon signed into law on August 

18th legislation which sponsors said was 
intended to avoid public duplication of private 
power facilities through a system of munici- 
pal acquisition of established property. The 
state legislature overwhelmingly passed the 
measure, by Senator H. H. Booth, of Annis- 
ton, despite opposition by the Tennessee Val- 
ley Authority and the PWA. 

John M. Carmody, Federal works admin- 
istrator, had said such a law “would scuttle 
the hopes of Alabama municipalities” to own 
and operate distribution systems, and PWA 
“may be forced to cancel” commitments 
already made on a number of Alabama proj- 
ects. Dixon replied the works administrator 
“apparently is misinformed.” 

The governor also signed a measure by 
Representative George Jones, of Lauderdale, 
to validate bonds issued for public works. It 
had been amended to apply to Ft. Payne and 
Scottsboro electric projects, now in litigation, 
after Dixon received another communication 
from Carmody. 

The state house last month passed a senate 
bill to abolish the state rural electrification 
authority. 

Federal Works Administrator Carmody on 
August 25th ordered the Public Works Ad- 
ministration to withhold Federal funds from 
nine Alabama projects until he received “con- 


vincing assurance” that they would not be 
affected by the new state law barring publicly 
owned utilities in competition with private 
establishments. 


Gas Rate Cut Demanded 


HARGING the present schedule. is “unfair, 

unjust, unreasonable, and_ excessive,” 
Mrs. Mamie L. Vaughn, of Birmingham, last 
month filed a petition before the state public 
service commission in Montgomery, asking 
that the Birmingham Gas Company be 
ordered to lower its rates. 

The complaint, filed by William H. Ellis, 
attorney for Mrs. Vaughn, alleged that the 
gas company collected a gross profit of be- 
tween 533 per cent and 810 per cent on the 
three grades of gas which it distributes. The 
petition also alleged there had been no sub- 
stantial reduction in gas rates since the crea- 
tion of the state public service commission, 
and it was averred that the same rates in gen- 
eral now were charged domestic and com- 
mercial users of gas in the city of Birmingham 
which were charged in 1916. According to the 
petition the Birmingham Company is serving 
approximately 42,816 consumers in the Bir- 
mingham district. 

The state public service commission subse- 
quently ordered its engineering department 
to “study and report on existing rates of the 
Birmingham Gas Company.” 


Arkansas 


Gas Rate Reductions Proposed 


HE fight by two utilities to serve natural 

gas to a rich industrial field in southwest 
Arkansas closed on August 15th with offers of 
rate reductions ranging from 33 to 65 per 
cent. 

The state utilities commission concluded a 
week’s hearing of an application by the 
Louisiana-Nevada Transit rte of Ada, 

kla., for a permit to parallel lines of the 
Arkansas Louisiana Gas Company at Okay 


and Hope. Annual business of about $275,000 
was at stake. September Ist was fixed by the 
commission as the deadline for briefs to be 
filed prior to handing down a decision. In ad- 
dition to the utilities, the city of Hope would 
be permitted to file a brief as an intervenor, 
it was said. 

Charges of “wolf” by the Louisiana-Nevada 
were met with countercharges of “octopus” 
by the Arkansas Louisiana, which has served 
the territory involved since 1911, in closing 
arguments by opposing lawyers. 
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California 


New Power Rates Ordered 


Ew, lower rates, saving 40,000 electric 
N customers of the Pacific Gas and Elec- 
tric Company approximately $250,000 a year, 
were ordered recently by the state railroad 
commission. The rate reduction became effec- 
tive August 15th in 28 areas adjacent to 
northern California cities and in 18 unin- 
corporated towns, Commission President Ray 
C. Wakefield announced. . 


A special investigation inaugurated by the 
state commission some months ago produced 
statistics and information on which the re- 
duction order was based. It affected con- 
sumers in unincorporated communities or out- 
side the corporate limits of cities which pre- 
viously paid the higher rural rates. 

The $250,000 reduction was in addition to 
the saving given rural customers of the com- 
pany under an order that became effective 
July Ist. 


Connecticut 


Answers Federal Power 
Commission 


EPLYING to a demand by the Federal Power 
R Commission that it comply with certain 
accounting orders, the Hartford Electric 
Light Company last month told the commis- 
sion it was intrastate in character and there- 
fore not subject to the commission’s account- 
ing stipulation. 

On July 14th the FPC gave the light com- 
pany until August 15th to show cause why the 
commission should not proceed against the 
utility for failing to comply with the account- 
ing orders. The light company replied 
“specifically and for the sole purpose of assert- 
ing the lack of jurisdiction in the commis- 
sion over the company.” - The reply, signed 
by President Samuel Ferguson, said the com- 
pany would present an amended and more de- 
tailed answer on or before September 15th. 

The reply asserted that the FPC orders con- 
cerning accounting methods “are unreason- 
able and contrary to the intent and purposes 
of the Federal Power Act and are not neces- 


sary in the public interest.” The reply claimed 
the commission was without jurisdiction over 
the company for the following reasons: 

“The company does not transmit, or own, 
or operate facilities for the transmission of 
electric energy in interstate commerce. The 
company does not sell electric energy at whole- 
sale or in interstate commerce or own or oper- 
ate facilities for such sale of electric energy. 

“The production, transmission, distribution, 
and sale of electric energy by the company is 
subject to regulation of the public utilities 
commission of the state of Connecticut under 
the laws of said state and the franchises of 
the company. The method of accounting of 
the company is subject to the jurisdiction of 
the public utilities commission of the state 
of Connecticut and is prescribed by said com- 
mission. 

“All the facilities of the company are either 
(1) used for the generation of electric energy, 
or (2) used in local distribution, or (3) only 
for the transmission of electric energy in in- 
trastate commerce, or (4) for the transmis- 
sion of electric energy consumed wholly by 
the transmitter.” 


District of Columbia 


Gas Rate Cut 


N* rates for the Washington Gas Light 
| Company, which would bring about a 
saving to consumers of $120,100 during the 
next twelve months, were ordered recently by 
the public utilities commission in the annual 
adjustment of the company’s schedules under 
its sliding-scale plan. The new rates were 
= on all bills rendered as of September 
8 


Of the total rate cut, $78,700 was applied to 
the domestic cor rs, $39,700 to the com- 
mercial and industrial users, and $1,700 to the 
wholesale apartment house service. 

The commission found that under the slid- 
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ing-scale arrangement there was actually avail- 
able for rate cuts for the new year $123,409, 
but $3,309 of this sum was left over for use 
next year, since the odd sum was not sus- 
ag of easy application to the rate sched- 
ules. 

The Federal and District governments, as 
well as private consumers, also will enjoy a 
rate cut, which was estimated to total $3,400 
in the next year. An act of Congress provides 
that the cost to the governments shall not ex- 
ceed 70 cents per thousand cubic feet of gas 
per month, but the governments are given the 
advantage of use of the commercial schedules 
if those rates are lower than the maximum 
fixed by Congress. 
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The domestic consumers using the minimum 
of gas each month will receive no saving. 
Householders who use between 3,100 and 6,000 
cubic feet a month will find a saving of about 
5 cents a month on their bills. Those who use 
more than 6,100 cubic feet will receive a cut of 
7 cents per thousand on all over 6,100 cubic 
feet, in addition to the 5-cent saving on the 
lower bracket. 

The new schedule A, for general domestic 
service, will be: For the first 800 cubic feet, 
a minimum charge of 75 cents a month, the 
same as in the past year, with a gross bill of 
83 cents if the customer does not take advan- 
tage of the discount for prompt payment; for 
the next 2,200 cubic feet per month, the net 


rate is 8 cents per hundred cubic feet, and the 
gross bill, 8.8 cents; for the next 3,000 cubic 
feet, a net charge of 7 cents per hundred 
cubic feet and a gross of 7.5 cents; for all gas 
over 6,000 cubic feet, a net charge of 6.3 cents 
per hundred cubic feet and a gross charge of 
6.5 cents. 

The commission placed the rate base, or 
valuation for rate-making purposes, at $24,- 
119,926.77 as of June 30, 1939, the end of the 
past test year, this being the figure reported 
by the commission’s chief accountant, B. M. 
Bachman. The commission found that the 
gross operating revenues of the company in 
the past year totaled $7,353,881.29, and that 
adjusted operating expenses were $5,487,586.43, 


Kentucky 


Five-cent Fare Requisite 


IvE-cent street car and bus fares must be 

included in any new franchise the city of 
Louisville will consider at this time, Mayor 
Joseph D. Scholtz recently notified the Louis- 
ville Railway Company. 

Since September, 1938, the company has been 
negotiating with the city for renewal of fran- 
chises which have three and eight years to 
run, the street car franchise until 1942 and 


the company’s bus franchise until 1948. 

In his letter, addressed to Menefee Wirg- 
man, a director of the railway company and 
president of the Citizens Union National Bank, 
the mayor said in part: 

“After much discussion, the entire franchise 
committee agreed that unless we could offer 
to the public a franchise which would include 
a 5-cent fare ... it would be most unwise for 
the city at this time to go into a renewal of 
franchises.” 


# 
Maryland 


Studies Rate Schedules 


Ew rate schedules, bringing an annual 
N saving of $1,000,000 to customers of the 
Consolidated Gas Electric Light & Power 
Company, last month were reported being 
studied by the state public service commission 
and approval was expected in time to adjust 
schedules for the November bills. 

The announcement that the rate cut had been 
negotiated by the utility company and the 
state commission was made on August 24th by 
Governor O’Conor upon receipt of a report 
from Joseph Sherbow, people’s counsel. Sev- 
eral matters of minor importance remained to 
be ironed out, but the general plan and the 
total slash were ouersed definite. 

For the last year and a half the city gas and 
electric committee of Baltimore had been fight- 
ing for a reduction in utility rates, Unable to 


come to an agreement with the company man- 
agement, the committee, first headed by Donald 
C. Foote and later by Harry J. Dingle, car- 
ried the campaign into the city council and the 
state legislature. Mr. Dingle reserved full ap- 
proval of the plan and expressed the fear that 
it may be “a soothing syrup” to forestall a 
larger reduction. 

Mr. Sherbow’s report indicated that almost 
all the savings would be applicable to electric 
rates, although a small part may go to gas 
consumers. Part of the electric rate reduction 
probably will affect Baltimore’s lighting bill, 
exclusive of street lighting, it was stated. Al- 
though most of the consumers affected are in 
Baltimore city, a number of residents in near- 
by counties who use the utilities also will 
benefit. Until the new rate schedules are com- 
pleted, the exact manner in which the new 
rates will be applied would not be known. 


Missouri 


Commission Orders Cut 


HE state public service commission last 
month ordered the Kansas City Power & 
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Light Company to reduce its electric rates in 

Kansas City and 35 small outlying communi- 

ties by $161,833 a year. eee 
The order, capping ten years of litigation, 
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was based on a final appraisal of the company’s 
properties at $71,000,000, on which the com- 
any will be permitted 6% per cent return. 

The reduction, which must be made by Octo- 
ber Ist, followed a preliminary $1,000,000 an- 
nual rate cut ordered by the commission March 
18, 1938, and brought to $2,002,888 the total re- 
ductions made by the company since the pro- 
ceedings were instituted August 8, 1929. 

In addition to Kansas City, the power and 
light company serves Alma, Armstrong, Arrow 
Rock, Aullville, Avondale, Blackburn, Bogar, 
Bosworth, Brunswick, Carrollton, Cleveland, 
Corder, Dalton, De Witt, Emma, Forest 
Green, Gilliam, Glasgow, Grand Pass, Hous- 
tonia, Keytesville, Malta Bend, Mayview, 
Mendon, Mount Leonard, Parkville, Prairie 
Hill, Roanoke, Shannondale, Sweet Springs, 
Tina, Triplett, Wakenda, Waverly, and West 
Line. 


Would Handle Refund 


Wane Childress, president of The Laclede 
e Gas Light Company, on August 16th 


stated that, in the event the division of the 
impounded gas rate fund of about $1,500,000 
recommended August 15th by the state public 
service commission was accepted by the city, 
the company would suggest that distribution 
of the $1,066,668 which would go to consum- 
ers be handled by the company, with the ex- 
penses to be deducted from the consumers’ 
share. 

Childress said this method of distribution 
could be carried out “at a very much lower 
cost than it could be done by any other 
agency,” because the company could utilize ex- 
perienced employees to make out checks to the 
180,000 consumers who would share in the 
fund. | 

The alternative method of making distribu- 
tion to consumers would be by appointment 
of a custodian by the Cole County Circuit 
Court, which ordered impounding of the fund. 
If this method were adopted, Childress said, 
it appeared certain that the costs of distribu- 
tion would be deducted from the fund before 
shares were allotted to individual consumers 
and to the company. 


Nebraska 


Buying Negotiations Resumed 


FTER six months of inactivity following 
A failure of the effort to finance one big pri- 
vate power purchase, Nebraska’s “little TVA” 
recently resumed buying negotiations looking 
to a virtual statewide system of public power 
ownership. Several minor deals were reported 
under way, but the big game was the largest 
of private companies, Nebraska Power, a sub- 
sidiary of American Power & Light, which in 
turn is a child of Electric Bond and Share. 

This activity was confirmed by statements 
of C. B. Fricke, president of the Loup River 
Public Power District, and W. S. Youngman, 
attorney for the PWA. Mr. Youngman indi- 
cated that the purchase proposal had PWA 
approval and probably would be preferable to 
a contract to sell power directly to Nebraska 
Power, which that company is trying to nego- 
tate. 

Details of purchase plans were reported to 
have undergone some changes. The financing 
contract with Guy C. Myers has expired and 
the hydros were said to fa looking to the Re- 
construction Finance Corporation for the 
money to swing such deals as they can nego- 
tate, 

Failure of last winter’s financing plan was 
laid to fear of restrictive legislation. This fear 
has now been disposed of for the biennium. 
Some limitations were put on the hydros by 
the recent legislation, but they followed lines 
mutually agreed to by the hydros and the Ne- 
braska League of Municipalities. 

Under the present plans the hydros were 
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said to be more disposed to codperate with 
local communities to bring about immediate 
municipal ownership, proposing to purchase 
only where the local community fails to act. 


Plant Resumes Operations 


H C. Hopxrins, general manager of the 
e Northwestern Public Service Company, 
last month said the Cody power plant at North 
Platte resumed operations at the request of 
the Platte Valley Public Power and Irrigation 
District. 

The request for power from the company 
came as the Platte Valley and Loup River 
Public Power districts, which have been serv- 
ing company customers under a power inter- 
change agreement, were faced with an acute 
shortage of water. Under an agreement 
reached recently between the district and the 
company, Northwestern will take over the 
North Platte load and sell to the district any 
power left over at 4.1 mills. 

The Northwestern’s Cody plant was closed 
down on August 15th, when company and dis- 
trict officials reached an agreement after weeks 
of negotiations. It was understood the Cody 
plant would remain closed and be used only in 
emergencies. Hopkins asserted the present 
power situation was proof that the districts 
cannot operate without the present steam 
plants as stand-by power units. 

Gerald Gentleman, acting general manager 
of the district, declared the crisis was the re- 
sult of the recent break at the Sutherland 
reservoir dam, which makes it impossible to 
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run Platte river water through the system to 
generate power. This, combined with shortage 
of water in the Loup river for use of the 
Columbus project, he said, made it necessary 
for Northwestern to operate for the present. 


Power Franchise Given 


“os HE Columbus city council last month 
passed an ordinance to give the North- 
western Public Service Company a 25-year 
franchise. Date for a special election on the 
ordinance was set for September 25th. 

In addition, the council and Consumers Pub- 
lic Power District, to which the Northwestern 
is to assign its franchise, agreed on two im- 
portant moves. First was to the effect that 
when the Consumers acquired the Columbus 
property of the Northwestern it would sell to 
the city of Columbus at any time any property 
the city wants for the amount of indebtedness 
against it at the time. 


New 


Realty Concerns Must Pay Tax 


HE State Tax Commission on August 

24th ruled that real estate corporations 
purchasing electricity from a utility to sell to 
tenants are subject to the state utilities tax, 
despite a contrary court of appeals decision. 
The ruling set forth basic differences between 
the state and city laws and concluded that the 
New York city decision handed down by the 
highest state court did not prevent collection 
of the tax. 

In the New York city case it was held by the 
court of appeals that a real estate corporation 
selling electricity to tenants was not a utility 
subject to the tax on utilities imposed by New 
York city laws. Prior to this decision the 
New York city law was construed to impose 
two taxes where electricity was sold to a cor- 
poration for resale to its tenants—the first on 
receipts from sales of the electricity and the 
second on receipts of sales by the corporation 
to its tenants. 

A statement from the State Tax Commis- 
sion read: 

“The New York state law avoids the double 
tax. The state tax is imposed only on receipts 
from sales made or services rendered for ulti- 
mate consumption or use by the purchaser. 
Consequently, receipts from sales by a utility 


In this connection it was agreed also that 
when the Consumers completes payment on 
the distribution system in the city, the public 
district will transfer title to the city for a 
consideration of $1. It was estimated a maxi- 
mum of twenty-three years would be needed 
to complete the payment, but district officials 
said they believed it could be done sooner, 

The second point involved down payments 
at the time of meter installation. Instead of 
the present procedure the district is to refund 
after one year, if the customer’s rating is 
found satisfactory, the deposit of $5 made 
when the meter was installed. 

The ordinance, as passed, had two condi- 
tions. One, that it be approved at a special 
election and, second, that the Northwestern 
must assign its franchise to the Consumers 
Public Power District within six months after 
it was approved. The public district intends to 
acquire the Northwestern Columbus property 
under a lease-purchase plan. 


e 


York 


to such a real estate corporation are not tax- 
able, but receipts from sales by the real estate 
corporation to tenants are taxable in the com- 
mission’s interpretation of the law.” 


FPC Fights Gas Rate Plea 


HE Federal Power Commission last month 

moved in the U. S. Circuit Court of Ap- 
peals for dismissal of the petition of the New 
York State Natural Gas Corporation for a 
judicial review of the commission’s order of 
March 17th, instituting an investigation of 
rates charged by the corporation for natural 
gas to other corporations for resale. A hear- 
ing on the Federal commission’s motion was 
set for October 9th. 

The dismissal motion was based on the con- 
tention that the circuit court had no jurisdic- 
tion, under the Natural Gas Act, to review 
orders of the FPC which are preliminary in 
character. The order in question, the commis- 
sion pointed out, was one authorizing an in- 
vestigation, so that the commission could then 
determine whether the rates charged were just 
and reasonable, and, if not, to prescribe new 
rates that would be just and reasonable. 

The March 17th order resulted from a com- 
plaint filed by the New York Public Service 
Commission on November 28, 1938. 


North Carolina 


Entitled to Special Low Rates 


T's private utility industry joined hands 
with the Federal government in bringing 


rentals for public housing within reach of the 
lowest income families when the Carolina 
Power & Light Company recently obtained a 
ruling from the North Carolina Utilities Com- 
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mission that publicly owned and operated non- 
profit housing projects are entitled to special 
low rates for electric service. 

The ruling was granted after the Carolina 
Power & Light Company had filed an applica- 
tion with the state commission for approval 
of a schedule of special rates for electric serv- 
ices to be furnished to tenants of public hous- 
ing projects built under the State Housing 
Act. 


Commenting on the commission’s action, 
USHA Administrator Nathan Straus, stated: 

“The ruling represents the kind of private 
coéperation with Federal and local govern- 
ments that USHA-assisted low-rent housing 
projects must receive in every state if they are 
to serve the lowest income families. It is a 
favorable precedent for similar action 
throughout the country.” 

A ruling on this same subject was handed 
down by the Pennsylvania Public Utility Com- 
mission on July 18th, when the Metropolitan 
Edison Company was granted permission to 
create a special rate for public housing proj- 
ects. 

Mr. Straus pointed out that without reduc- 
tion of rates on low-rent housing projects, 
utility costs would, in some instances, amount 


to almost as much as the shelter rent. He said 
that due to rulings such as those in North 
Carolina and Pennsylvania “it is expected that 
utility costs in public housing projects 
throughout the country will be low enough to 
meet the needs of the lowest income groups.” 

The commission justified the lower special 
rates economically on the ground that it costs 
less to service an entire neighborhood with 
one meter at primary voltage than to service a 
similar neighborhood with special lines and 
meters for each family; that there is little 
credit risk involved in a federally subsidized 
housing project; that there is presumably no 
promotional and new business expense to the 
company ; and, that the project, equipped with 
permanent appliance, assures a steady con- 
sumption of energy by families who could 
otherwise purchase no electrical service. 

The commission further pointed out that 
local housing authorities have been declared 
by the state supreme court to be public, non- 
profit corporations devoted to public use; and, 
second, that project tenants will be families 
who could not otherwise afford decent housing 
and whose incomes may not exceed five times 
the rent plus the cost of light, heat, water, 
and cooking fuel. 


By 
Ohio 


Gas Rate Set 


NEW gas rate of 56.22 cents per thousand 
A cubic feet was set for the city of Colum- 
bus by the state utilities commission last month 
in the 48-cent gas rate case. The commission 
divided 2 to 1, the majority favoring an aver- 
age rate of 56.22, Concurring in this finding 
were Commissioners Dennis F. Dunlavy, 
Democrat, and Roy D. Williams, Republican. 

Chairman George McConnaughey, Republi- 
can, upheld the validity of the 48-cent rate 
ordinance passed by the city council five years 
ago. He declared the Ohio Fuel Gas Company 
had diluted gas in violation of the ordinance 
and should be compelled to refund all money 
collected above the 48-cent rate to the con- 
sumers, 

While the majority concurred in the aver- 
age rate, Commissioner Dunlavy wrote a 
separate opinion charging Chairman McCon- 
naughey, in the minority opinion, had taken a 
stand that “takes him from the discussions of 


figures concerning any rate.” The majority 
opinion held the city’s 48-cent ordinance 
rate was “insufficient” and was “unreasonable, 
confiscatory, and invalid.” 

City Attorney John L. Davies and James 

. Huffman, special counsel, indicated that 
they probably would appeal the decision to the 
state supreme court. 

Council President Wyatt L. Millikin said he 
would call a special meeting of the council to 
determine whether the new rate should form 
a basis for setting a new rate structure to be 
submitted to the voters at the November elec- 
tion. 

After declaring the 48-cent rate ordinance 
to be invalid, the state commission set an aver- 
age rate of 56.22 cents, which included the fol- 
lowing rate structure: 

“For the first 700 cubic feet, or less, or none, 
measured through any one meter, per month, 
75 cents; for all over 700 cubic feet measured 
through such meter, per month, 5 cents per one 
hundred cubic feet.” 


eR 
Oklahoma 


ment of state rights. His formal statement 


Governor Blasts Injunction 


ITH the blunt statement, “we're not go- 
_¥¥ ing to take it,” Governor Phillips recently 
issued a blast against Federal court encroach- 
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was released after Franklin Kennamer, 
Tulsa, Federal district judge, issued an order 
restraining the state from interfering with 
sale of physical properties formerly belonging 
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to the Sapulpa Gas Company of Oklahoma. 

The state is not interested in the sale, but 
does resent being restrained, the governor and 
Mac Q. Williamson, attorney general, pointed 
out. The properties of the company were in 
the hands of I. E. Nelson, trustee for bond- 
holders. He was seeking to sell the properties 
to the Oklahoma Natural Gas Company. 

In order to establish legality of the sale, ne 
named the governor, the attorney general, and 
county officials as parties and asked that they 
be enjoined “from hereafter questioning, 
challenging, or inquiring into the validity of 


the sale.” Legality had been questioned be- 
cause of the provision in the Constitution 
prohibiting sale of properties of a utility to 
another utility with competing lines. Nelson 
had contended the Oklahoma Natural Gas 
Company did not have competing lines. 

The governor’s statement said it was time to 
uncover “once and for all, whether or not the 
processes of the sovereign state of Oklahoma 
in the upholding and reasonable enforcement 
of the Constitution and statutory laws are to 
be controlled and overridden by injunction 
action of inferior Federal courts.” 


Oregon 


Wasco to Get Bonneville Line 


ctinc Administrator F. A. Banks on Au- 
gust 16th assured Wasco county citizens 
that immediate steps would be taken to con- 
struct a Bonneville power line to The Dalles. 
The city and county on August 15th voted the 
establishment of a people’s utility district, fol- 
lowing the example of near-by Hood River 
county. 

Bids for construction of the 110,000-volt 
transmission line to run through both of the 
districts would be asked within less than thirty 
days, Banks said. Completion of the line would 
be required not later than June 30th. 

Practically all of the right-of-way for the 
Wasco county line was expected to be in the 
possession of the Bonneville project by Octo- 
ber 15th. Banks said: 

“Delivery of power to Wasco County Peo- 
ple’s Utility District, of course, is dependent 
upon acquisition of a distribution system by 
the district. We shall be glad to assist the dis- 
trict in every way in solving their engineering 
and accounting problems, so Bonneville power 
can reach Wasco county consumers at the 
earliest possible date. Formation of public dis- 
tricts at Wasco and Hood River counties indi- 
cates a growing sentiment among the people of 
Oregon to avail themselves of the preference 
in the sale of Bonneville power granted them 
by Congress.” 

The state hydroelectric commission, meeting 


at Portland on August 18th, called a public 

hearing on proposed formation of a people’s 

utility district in Portland for September 29th. 

It also set hearing on a proposal to form a 

utility district in the eastern third of Benton 

comes excluding Corvallis, for September 
th. 

The commission recommended that the 
Wasco county PUD be formed to exclude the 
towns of Dufur and Mosier, which voted 
negatively. 


New Rate Schedules Filed 


ha bee low rate schedules, filed last month 
by the West Coast Power Company with 
the state public utilities commissioner, were 
approved and accepted by Ormond R. Bean, 
commissioner. The reduced rates were made 
effective September 15th in the power com- 
pany’s Grant county and coast divisions, the 
latter including parts of Linn, Lane, Douglas, 
and Coos counties. 

In the Grant county district residential rate 
reductions would give 150 residential custom- 
ers an estimated reduction of $1,260 and 60 
commercial customers a reduction of $640. 

In the coast division 1,320 residential cus- 
tomers would get a reduction of $8,000, and 
540 commercial customers a reduction of $12,- 
000. In addition to the rural areas the cities 
of Waldport, Yachats, Florence, and Reeds- 
ports will get the benefit of these reductions. 


Pennsylvania 


Court Refuses Writ 


J UDGE Joseph Sloane of Common Pleas Court 

No. 7, on August 17th temporarily blocked 
a move to kill the city’s $41,000,000 gas works 
rental deal. 

The move was an application by Richard D. 
Burns, of Philadelphia, for a  abacageo in- 
junction to restrain the city from assigning 
eighteen years of future rents to repay the Re- 
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construction Finance Corporation and a bank- 
ing syndicate for the $41,000,000 advance. 

Assignment of rentals of $4,200,000 a year 
paid by the Philadelphia Gas Works Company 
was part of the city council’s recently con- 
summated plan to balance the 1939 budget. 
When the lease was under consideration, 
Burns, a former state representative, offered 
to operate the plant for $75,800 a year and 
5 per cent of profits. 
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Judge Sloane, in refusing the injunction ap- 
plication, ruled Burns guilty of undue delay 


in failing to sue before consummation of the 
agreement. Burns may still press his suit. 


Tennessee 


Wants Power Levy 


HE Tennessee Taxpayers’ Association was 

“still vitally interested” in “obtaining an 
adequate continuation” of the threatened $3,- 
500,000 tax loss through sale of private power 
company properties to governmental_units, 
President C. W. Bailey recently told the Rotary 
Club at Knoxville. He said: 

“In our zeal to aid the taxpayers—our sole 
and only interest in the matter—we were 
criticized and our motives were impugned. It 
was charged that we raised the tax question 
for the purpose of blocking the TVA-Tennes- 


see Electric Power deal. This was not true.” 

An association report in February, Bailey 
said, “pointed out that state, county, and mu- 
nicipal government was threatened with $3,- 
500,000 in tax losses unless governmental pro- 
ducers, transmitters, and distributors of elec- 
tricity were required to continue the tax pay- 
ments of those private utilities which they ac- 
quired. We believed then, and believe now, 
that no part of this tax burden should be 
shifted. Nor should any affected county be 
abandoned to face financial disaster. I am 
confident that all of you subscribe to this same 
view.” 


Texas 


Tax Suit Filed 


TaTE Attorney General Gerald C. Mann last 
S month filed suit in the district court at 
Georgetown seeking $17,130 allegedly due the 
state under the chain store tax law by the Lone 
Star Gas Corporation and five other gas com- 
panies. 

Also named in the suit were the Community 
Natural Gas Company, the Texas Cities Gas 
Company, the Dallas Gas Company, the Lone 
Star Gas Company, and the County Gas Com- 


pany. 
The suit alleged Lone Star Gas Corporation 
owns all or a major portion of the stock of the 


other companies and therefore they are all 
one and the same concern. As a result, the 44 
taxable units operated by the five companies 
must be considered as a combined chain and 
the graduated state tax under the chain store 
tax law so applied, making a combined 
tax due for the period of 1936-1937 totaling 
$38,872. 

The five companies have remitted a total of 
$21,742. The $17,130 was said to be the differ- 
ence between the state’s demand for $38,872 
due on a combined chain of 44 units under one 
combined company and the total payment of 
$21,742 by the companies claiming to operate 
separate chains. 


Wisconsin 


Heil Bills Killed in Assembly 


T= state assembly on August 24th tossed 
out Governor Heil’s proposals to reor- 
ganize the state public service commission un- 
der a single commissioner, and to set up a 
new board of administrative review. 

Reorganization of the public service com- 
mission, previously passed by the senate, was 
killed 53 to 38. Sixteen Republicans and seven 
Democrats joined with thirty Progressives to 
defeat the measure, a keystone in the gov- 
ernor’s reorganization program. A few min- 
utes later house members lined up in the same 
battle array to destroy the board of adminis- 
trative review bill, 51 to 39. 

Reconsideration would be sought on both 
measures, it was said, but the heavy vote 
against them appeared to be too much for the 
administration to overcome. The surprising 
upset, opponents of the bills said, was due to 
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pressure brought against the bill by the rail- 
way brotherhoods, rural electrification codp- 
eratives, and municipally owned utilities. 

Under the first bill killed, Governor Heil 
would have appointed, with senate consent, a 
single $10,000-a-year commissioner for a 6- 
year term,replacing the present 3-man body. 
The new commissioner would name three 
deputies at $5,000 each, who would not be 
chosen by civil service. He could employ en- 
tirely new personnel, to be selected from civil 
service lists, and could create new units or 
consolidate old ones. 

Dovetailing into this plan was the bill creat- 
ing a board of administrative review to con- 
sist of three lawyers appointed by the governor 
at $7,000 a year each for 6-year terms. The 
board would hear appeals from decisions of 
the public service and conservation commis- 
sions, the department of agriculture and mar- 
kets, and the insurance departments. 
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The Latest 
Utility Rulings 


Rate-making Principles Are Discussed at Length 
In Report of New York Commission 


B tps New York commission ordered 
a reduction in electric rates and 
held that revenues from gas service were 
insufficient to justify a gas rate reduc- 
tion in a report dealing at length with 
the various problems involved in rate 
making. An opinion by Commissioner 
Brewster was concurred in by Commis- 
sioner Lunn, while Chairman Maltbie, 
Commissioner Van Namee, and Com- 
missioner Burritt expressed their dis- 
agreement with certain parts of the main 
opinion. 

On the question of original cost it was 
held that a company has the burden of 
proof to substantiate charges by an 
affiliated company for plant construc- 
tion. In discussing reproduction cost 
estimates it was said that results are pro- 
duced which do not stand up under any 
fair and sensible analysis when anti- 
quated methods of construction are fol- 
lowed although the property can be re- 
produced for less cost by modern con- 
struction practices and the use of mod- 
ern materials. Extravagant sums, it was 
said, should not be included for studies, 
designs, and specifications for exactly 
reproducing outmoded property. 

Engineering, superintendence, and 
legal expense, as well as injuries and 
damages during construction, in the 
opinion of the commission, should not be 
allowed in connection with property 
which does not involve such expenses. 
In this category were listed transform- 
ers, customers’ meters, street lighting 
equipment, transportation equipment, 
and office equipment. 

A reproduction cost estimate based 
upon the assumption that meters, line 
transformers, and the like would be pur- 
chased far in advance of completion of 
the plant was criticized on the ground 
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that it would result in excessive charges 
for interest during construction and an 
increased amount for warehouse spac- 
ing for storing this equipment prior to 
installation. 

The commission referred to the Su- 
preme Court ruling that a reproduction 
cost estimate, which is of a conjectural 
character, can be given no weight in ar- 
riving at the value of property for rate 
making. In a discussion of prices used in 
the reproduction cost estimates it was 
said that the weight which should be 
given to testimony as to reproduction 
cost is affected by the fact that a large 
amount of the estimate is based upon 
quoted prices from an affiliated company 
which knows that the quotations are to 
be used only for appraisal purposes. 

Organization costs were dealt with at 
some length. The commission disallowed 
expenditures made in connection with a 
change of common stock from par value 
to no par value, organization expenses of 
merged companies which no longer exist, 
and expenditures related to the acquisi- 
tion of capital as distinguished from the 
construction of the plant. Expenditures 
for fees paid to the state government for 
approval of incorporation and expendi- 
tures incident to organization or incor- 
poration were allowed; a tax upon a 
corporation for the privilege of incor- 
porating and carrying on business based 
upon the amount of capital authorized 
and set forth in the certificate of incor- 
poration was held to be properly in- 
cluded. 

The retirement reserve balance was 
held to be no measure of the accrued de- 
preciation. It was shown that the reserve 
had been maintained to meet only ab- 
solutely essential current retirements, 
and the company’s own witnesses testi- 
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fed to accrued depreciation largely in ex- 
cess of the balance. Accrued deprecia- 
tion and annual depreciation, it was held, 
must be harmonious. 

No separate allowance was made for 
going concern value on the ground that 
the company had failed to sustain the 
burden of proof as to any additional 


value of this sort. The company had 
claimed additional value for favorable 
locations, available industrial customers, 
value of operating organization, value of 
forms, records, and operating regula- 
tions, attached business, and unification 
value. Re Syracuse Lighting Co., Inc. 
(Case No. 8490). 


e 


Cooperative Association Not a Public Utility 
Under Washington Decision 


RURAL electrification corporation or- 
A ganized under a statute authorizing 
a nonprofit corporation, functioning as a 
cooperative corporation, and furnishing 
service at cost to its members only, is not 
a public service corporation and, there- 
fore, not subject to commission regula- 
tion, the supreme court of Washington 
held in affirming a judgment of a lower 
court. 

It was held that the Public Service 
Commission Law relates to public serv- 
ice properties and utilities rather than to 
private corporations not serving the 
public. The court stated: 


A corporation becomes a public service 
corporation, subject to regulation by the de- 
partment of public service, only when, and 
to the extent that, its business is dedicated 
or devoted to a public use. The test to be 


applied is whether or not the corporation 
holds itself out, expressly or impliedly, to 
supply service or product for use either by 
the public as a class or by that portion of 
it that can be served by the utility, or 
whether, on the contrary, it merely offers 
to serve only particular individuals of its 
own selection. 

The court observed, however, that a 
corporation actually engaged as a public 
utility cannot escape state regulation 
merely because its charter describes it as 
a private corporation and a private cor- 
poration cannot be converted into a pub- 
lic service corporation by mere legisla- 
tive fiat since what it does is the impor- 
tant thing rather than what it or the state 
says it is. Inland Empire Rural Electrifi- 
cation, Inc. v. Department of Public 
— of Washington et al. 92 P. (2d) 


Recurring Costs Held Subject to Depreciation 


HE Missouri commission, on re- 

hearing in the Laclede Gas Light 
Company Case after litigation in the 
courts, gave its attention to allowances 
for overheads, accrued depreciation, an- 
nual depreciation, and amortization of 
the cost of a change-over from artificial 
to natural gas. In its determination of 
accrued depreciation it followed the gen- 
eral rule that costs which would be re- 
curring upon a replacement of property 
units should be depreciated, while gen- 
eral costs which would not be incurred 
upon such replacement are not subject 
to depreciation. It was said: 


We cannot see why a distinction should 
be made between the cost of engineering on 
an item of property and the labor cost of 
installing that item of property. The engi- 
neering is treated as an overhead, the cost 
of labor is not. The cost of the labor is 
depreciated with the physical property and 
in the same ratio. We think it as likely that 
the engineering cost of reconstructing the 
item will recur upon the reconstruction of 
the item hereafter as the so-called labor 
costs. All the engineers calculate their re- 
production cost on this assumption. Since 
the engineering cost does recur, it should 
be depreciated. ... 

We are of the opinion that the expendi- 
ture for interest during construction is also 
subject to depreciation, because this amount 
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is directly attributable to the length of time 
the monies involved in construction are tied 
up prior to the date that operations begin. 
Jt is also reasonable to assume that when 
“mits of property are to be replaced, the 
interest that would be paid during the con- 
struction period of the new unit of property 
would take the place of the interest retired 
with the unit of property retired. Interest 
being of recurring nature, therefore, will be 
depreciated with and at the same rate as the 
structural items of property. 


It was observed that in the replace- 
ment of units of property it is unlikely 
that taxes during construction would 
again have to be incurred. Operators of 
the property could guide their construc- 
tion program when units of property are 
replaced so that they may avoid having 
an item of property under construction 
on the assessment date and have the con- 
struction period extending into the year 
when the tax assessment is paid. Taxes, 
therefore, were treated in the same 
classification as preliminary surveys and 
not subjected to depreciation. The com- 


7 


mission continued with this statement: 


We are aware of the possible criticism 
that our treatment of the cost of preliminary 
surveys and the expenditure for taxes as 
being of nondepreciating nature must as- 
sume that the property has a continuing 
and perpetual life. We admit that assump- 
tion. It must be assumed that utilities such 
as the Laclede Company will always exist, 
and the treatment of depreciation considers 
only the retirement and replacement of 
parts of the property. If the entire property 
disappears because the need for its service 
entirely disappears, then the loss of the in- 
vestment in preliminary expenses and taxes, 
as well as the loss in the remaining property 
which has not completely depreciated, is 
one of the hazards of the industry. 


Cost of installing meters was said to 
be as much a part of meters as the cost 
of manufacturing them, and, according- 
ly, the commission ruled that the labor 
expended in installation should be de- 
preciated to the same extent as the 
meters. Re Laclede Gas Light Co. 
(Case Nos. 5217, 9753). 


Utah Commission Asserts Jurisdiction over Cooperatives 


COOPERATIVE association was held by 

the Utah commission to be subject 
to its jurisdiction and therefore required 
to obtain authority from the commission 
for the construction, maintenance, and 
operation of an electric system. 

The true test as to whether or not the 
organization is a public utility holding 
itself out to render service to the public 
generally, said the commission, is what 
it does rather than what its articles of 
incorporation prescribe. It appeared that 
any member of the public willing to pay 
the membership fees and the rates for 
the service offered and who was located 
within the territory proposed to be served 


could become a member and a customer. 
The commission concluded with the fol- 
lowing statement : 

If the commission were to hold that such 
an arrangement would prevent it from as- 
suming jurisdiction, there is no reason why 
any utility in the state could not easily take 
itself out of the jurisdiction of the public 
service commission, 


The association is a corporation or- 
ganized under the nonprofit laws of the 
state of Utah, and its articles of incor- 
poration provide that it shall render no 
service except to its members. Re 
Moon Lake Electric Asso., Inc. (Case 
No. 2251). 


Natural Gas Extension Authorized over Protests 


foward to construct a natural gas 
pipe line from Mandan to Fargo, 
North Dakota, and from there to Grand 
Forks, and for the operation of nat- 
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ural gas distribution systems in the mu- 
nicipalities and territory adjacent to the 
pipe line was granted by the North Da- 
kota commission notwithstanding many 
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protests. A market and a public demand 
for the natural gas service were shown 
to the satisfaction of the commission. As 
to the protests the commission said: 


The protestants for the most part testi- 
fied against the granting of the certificate 
upon the ground that the construction of 
the gas pipe line and the ultimate distribu- 
tion of the gas would reduce the sale of 
lignite coal within the state of North Dakota 
and to that extent affect the employment 
of railroad labor. Other protestants testified 
that the distribution of natural gas in Grand 
Forks and Fargo would affect the employ- 
ment of labor in the artificial gas plants now 
operating in those cities. While this com- 


mission is solicitous of the welfare of labor, 
it does not feel that it can take the position 
of thwarting progress by a refusal to issue 
the certificate herein upon those grounds 
alone. The arguments advanced are entitled 
to considerable weight and if other factors 
would make the issuance of such certificate 
questionable then they might well be the 
deciding factor in a denial of the certificate. 
But standing alone, without the assistance 
of other material negativing factors, they 
cannot be allowed to be the sole and exclu- 
sive basis upon which denial of the certificate 
is made. The public interest rises above the 
interests of any single group. 


Re North Dakota Consumers Gas Co. 
(Case No. 3750). 


e 


Restriction of Carrier Competition 


UTHORITY was granted by the Utah 
Fett iP to furnish a contract 
motor carrier service over certain routes, 
but authority was denied where there 
were already existing common carriers 
who could adequately serve the territory. 
The state commission declared on this 
point : 

The commission has often said that to 


authorize too many carriers in any territory 
is detrimental to the best public interest. 


Competition up to a certain point is a healthy 
thing in business. When competition reaches 
the point where those engaged therein must 
operate at a loss, it will eventually destroy 
the operator. It is for this reason that the 
commission is attempting to restrict the 
number of carriers in order that a healthy 
business condition may exist and the trans- 
portation system of the state may be built 
up and maintained. 


Re Foisy Distributing Co. (Case No. 
2212). 


e 


Depreciation and Going Value Considered 
By North Dakota Commission 


BF Be. North Dakota Board of Rail- 
road Commissioners, in ordering a 
revision of public utility rates for the 
Northern Power & Light Company, 
allowed for annual depreciation expense 
4 per cent for the electric property and 
3 per cent for the steam heat property. 
This depreciation was to be computed on 
the straight-line basis. Concerning ac- 
crued depreciation, the commission said : 
This procedure necessitates using a de- 
preciated rate base, because straight-line 
depreciation with an undepreciated rate base 
would result in the utility earning a rate of 
return on an amount additional to its in- 
vestment equal to the amount of the depre- 
clation reserve reinvested in the business. 
If the rate base were not depreciated, the 
depreciation expense would properly be fig- 


ured by the sinking-fund method, which 
amount would be considerably less than that 
provided for by the former method. 


No separate allowance was made for 
going concern value, but this element 
was taken into consideration in deter- 
mining the cost of reproduction, the fair 
value, and the accrued depreciation. The 
rate base, it was said, included such items 
as efficient management, an integrated 
system, a steady growth of the business, 
successful public relations, an economi- 
cal operation, and training of personnel. 
The board said in part: 

The board is not impressed by the conten- 
tion of the utility that going concern value 


must be recognized because of the change 
from isolated plants to transmission systems. 
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It appears obvious that such was a natural 
and necessary trend of the industry. Any 
failure or neglect to so do would brand the 
management of this utility as inefficient. 
To dispose of this issue the board believes 
that a satisfactory adjustment of going con- 
cern value can be made, when computing 
fair value, by consideration of the weight 
given to cost of reproduction. Further, con- 
sideration has already been given this ele- 
ment of going concern value in the deter- 
mination of accrued depreciation. Obvious- 
ly, if this were not an operating, intercon- 


nected utility system, many of its facilities 
would through obsolescence and inadequa 
be in a very low per cent condition. How- 
ever, as testified by Commission Engineer 
Wiley, functional depreciation was one of 
the factors considered in determining ac- 
crued depreciation. Therefore, if a unit of 
property was able to fit in and perform, as 
required in this system, its per cent condi- 
tion was increased. 


Re Northern Power & Light Co. (Case 
No. 3472). 


e 


Commission Cannot Extend Jurisdiction in 
Granting Operating Certificate 


HE supreme court of Arkansas held 

that the commission in issuing a 
certificate is required to do so without 
attaching conditions relating to matters 
beyond its jurisdiction. The commission 
had refused to attach a condition that a 
cooperative electric organization should 
make compensation for damages from 
inductive interference. 

The court was of the opinion that 
while the commission could determine 
whether public convenience and neces- 
sity would be served in the particular 
territory into which the codperative pro- 
posed to operate, it was forbidden by 
statute to exercise jurisdiction over 
other matters pertaining to such corpora- 
tions. The court declared : 

While it is true that under § 43 of Act 
324, page 934, of 1935, the department of 
public utilities is empowered to “attach 
to the exercise of the rights granted by 
[a certificate of convenience and necessity] 
such terms and conditions in harmony with 
[the] act, as in its judgment the public con- 
venience and necessity may require,” we are 


= 


of the opinion that such power of limitation 
relates to methods of construction and the 
quality and extent of service in relation 
to rates, etc., rather than to controversies 
between contending utility companies in re- 
spect of matters involving damages to their 
properties. Determination of the former is 
legislative in its nature, while the latter is 
judicial. The department, in effectuating the 
legislative intent through promulgation of 
rules and regulations within the scope of 
the authority conferred, acts as a law-mak- 
ing body. In enforcing such rules and regu- 
lations, the department acts in an administra- 
tive capacity. 


In one instance only may the commis- 
sion assess damages, it was stated. 
Where the commission has determined 
that a rate is unreasonable, discrimina- 
tory, or illegal, and in consequence of 
such determination a just rate is an- 
nounced, it may in connection therewith 
fix the amount to be refunded to con- 
sumers, and it may enforce such repara- 
tion by bringing suit. Department of 
Public Utilities et al. v. McConnell et al. 
130 S. W. (2d) 9. 


Contracts Subject to State Police Powers 


PT smnpcomcy order apportioning the 
cost of maintaining and repairing a 
bridge crossing railroad tracks between 
the Pennsylvania Railroad Company 
and the department of highways was 
affirmed by the superior court of Penn- 
sylvania on the ground that the commis- 
sion has authority to make such an order 


notwithstanding a contract between the 
parties concerned relieving the railroad 
of any such liability. 

The court stated that contracts reliev- 
ing railroad companies of liability to re- 
pair bridges which carry highways 
across their facilities generally are made 
subject to the implied condition that the 
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lawful exercise of the police power 
might take place at any time and might 
require the railroad company to main- 
tain the bridge notwithstanding the con- 
tract. 

It was further stated that the state has 
entrusted the commission with broad 
powers in respect to the crossing of 
facilities of utilities and particularly of 
the crossing of highways and railroads, 
including the power to determine the 
manner and conditions under which such 
crossings shall be maintained and pro- 
tected to effectuate the prevention of ac- 
cidents and the promotion of the safety 
of the public, and the commission is au- 
thorized to prorate expenses of such 
crossings among public utilities, munici- 
pal corporations, and the state. 

The court expressed the opinion: 


The commission, to promote the safety 


of the public, is authorized to divide tne 
expense of the elimination of grade crossings 
among certain designated persons and the 
commonwealth. In so doing it is acting on 
behalf of the public generally and mere pri- 
vate contracts are not permitted to stand in 
the way. This does not mean, as we shall 
later show, that either the utilities or the 
municipalities may be deprived of all con- 
tract rights as between themselves, but only 
that they are not relieved by their contracts 
from performing those public duties im- 
posed on them by virtue of an exercise of 
the police power. 


The court held that contracts relieving 
the railroad of liability for maintenance 
and repair of bridges crossing its tracks 
are not abrogated but after the commis- 
sion has fixed the liabilities of those con- 
cerned to the public, such persons are 
then referred to a court of law to have 
adjudicated their contract rights. Penn- 
sylvania Railroad Co. v. Public Utility 
Commission, 7 A. (2d) 86. 


Joint Through Operation between Common and 
Private Carriers Prohibited 


A’ order of the commission revoking 
a private carrier's permit and re- 
straining further operation as a common 
carrier in intrastate commerce was af- 
firmed by the supreme court of Colorado 
when it held that the carrier’s operation 
did constitute common carrier service 
and that such order was lawful and 
proper. 

Private carriers, it was held, cannot 
accept freight originating on, or destined 
to points on, lines of connecting carriers 
or transport such freight on joint 
through rates, although common carriers 
can do so by filing tariffs with the com- 
mission showing such practices. 

Furthermore, the court said, private 
carriers are prohibited from serving the 
general public and can serve only under 
special contract with the shipper in the 
territory authorized by his permit, and 
not otherwise. 

In reply to the contention that no rule 
was adopted prohibiting joint through 
traffic between private and common car- 
rier operations until after the carrier had 
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been carrying on such operation, and 
that, therefore, the commission order 
was unlawful, the court held: 


The rule to which reference is made was 
not introduced in evidence and does not ap- 
= in the record. That this practice had 

een condoned or tacitly approved by the 

commission is immaterial. No power exists 
in a commission or commissioners or em- 
ployees to approve any unlawful operation. 
The rule undoubtedly was adopted to more 
fully advise motor vehicle carriers as to un- 
lawful operations. Our concern is, was it or 
was it not lawful. To say that a commission 
is forever bound by a mistaken understand- 
ing of the law or by an error in judgment, 
would undermine all regulatory power, 
which, as applied to motor vehicle carriers, 
is still in its infancy. It is a general principle 
of law that the doctrine of estoppel cannot 
be invoked against any governmental agency, 
acting in its public capacity. 

It was finally held that a carrier can- 
not devote his property to a public use 
by utilizing one part of a truck for com- 
mon carrier service and another part of 
the same truck for private carrier serv- 
ice. McKay v. Public Utilities Commis- 
sion, 91 P. (2d) 965. 
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Other Important Rulings 


HE Securities and Exchange Com- 

mission refused a request of a stock- 
holder to delay action on an applica- 
tion for approval of property transfers 
pending the outcome of an injunction 
suit in a state court to forestall the sale. 
A temporary restraining order had been 
denied in the state court, and the com- 
mission was of the opinion that it should 
not in effect grant what was equivalent 
to such a restraining order. Re Massa- 
chusetts Utilities Associates et al. (File 
Nos. 46-132, 46-133, Release No. 1585). 


The supreme court of Oregon held that 
an amendment to the city charter author- 
izing the issuance of bonds. to provide 
funds for the establishment of an electric 
power and light system is not unconsti- 
tutional on the ground that it does not 
specify the maximum amount of bonds 
which may be issued, since these bonds 
are not general obligations of the city 
but are limited to payment out of revenue 
derived from operation of the light and 
power plant. City of Cascade Locks v. 
Carlson, 90 P. (2d) 787. 


The Florida Supreme Court held that 
a carrier transporting peanuts from Vir- 
ginia to Florida in his own truck, bearing 
Florida license plates, must secure a cer- 
tificate of convenience and necessity 
from the Florida commission, since such 
a carrier was not exempt as the opera- 
tor of motor vehicles engaged casually 
and irregularly in transporting agricul- 
tural products. He was held not to be car- 
rying agricultural products direct to con- 
sumers—not from point of production 
to point of primary manufacture. State 
ex rel, Sanders v. Ramsey, 189 So. 39. 


The supreme court of Wisconsin held 
that the statute requiring the commis- 
sion to fix just compensation to be paid 
by a municipality for the property of a 
utility company requires that compensa- 
tion be fixed as of the time when the 


commission makes the award. Wisconsin 
Power & Light Co. v. Public Service 
Commission, 286 N.W. 392. 


The St. Louis (Missouri) Court of 
Appeals held that the court may not re- 
verse a commission order granting or 
refusing a carrier’s permit for having 
received incompetent evidence, unless it 
appears that the order and decision were 
directly based upon such evidence. State 
ex rel. Potashnich Truck Service, In- 
corporated v. Public Service Commis- 
sion, 129 S.W. (2d) 69. 


The public service commission of Mis- 
souri held that it is prohibited by statute 
from granting exclusive authority to 
render local bus service over a regular 
route between certain cities and inter- 
mediate points. Re St. Joseph Railway, 
Light, Heat & Power Co. (Case Nos. 
9724, B-6706). 


The Texas Court of Civil Appeals held 
that the Federal Motor Carrier Act does 
not deprive the state commission of 
jurisdiction and power to determine 
whether the safety of the traveling pub- 
lic and the preservation of the state’s 
property in its highways will stand any 
additional burden of commerce, irre- 
spective of whether such burden results 
from interstate or intrastate commerce. 
The court dissolved an injunction re- 
straining state officers from interfering 
with the operations of an interstate mo- 
tor carrier where the carrier had no cer- 
tificate from the state commission. Rail- 
road Commission et al. v. Loving et al. 


128 S. W. (2d) 845. 


The Pennsylvania commission said 
that rates on a subnormal or depressed 
basis should not be used as a measure for 
the determination of reasonableness of 
other rates. C. H. Masland & Sons, Inc. 
et al. v. Pennsylvania Railroad Co. 
(Complaint Docket Nos. 11683-11685). 


Nore.—The cases above referred to, where decided by courts or regulatory commissions, 
will be published in full or abstracted in Public Utilities Reports. 
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CITY ICE & FUEL CO. v. CONSOL. EDISON CO. OF NEW YORK, INC. 


NEW YORK DEPARTMENT OF PUBLIC SERVICE, STATE DIVISION, 
PUBLIC SERVICE COMMISSION 


City Ice & Fuel Company 


v 


Consolidated Sidicen Company of New 
York, Incorporated 


[Case No. 9885.] 


Merchandising and jobbing, § 3 — Right of utility to engage in. 
1. A gas and electric utility corporation under its corporate powers can 
engage in merchandising and jobbing operations and in the sale and dis- 
tribution of electrical and gas appliances, p. 200. 


Discrimination, § 4.1 — Sale of refrigerators — Allowance for old refrigerators. 
2. A gas and electric company not selling refrigerators but codperating 
with manufacturers and distributors of automatic refrigerators in a cam- 
paign for the sale of such refrigerators, under a plan providing for allow- 
ances for nonmechanical refrigerators turned in, towards which allowance 
the company contributes, does not unduly discriminate against utility cus- 
tomers who do not take advantage of the exchange offer when the offer is 
open to all customers; the discount does not apply on the bills for elec- 
tricity used by the customers, and all pay the same price for current used 
on their premises, under the filed schedules, irrespective of whether or not 


some of such current is used in a mechanical or automatic refrigerator, 
p. 201. 


Monopoly and competition, § 18 — Jurisdiction of Commission — Unfair trade 
practices — Merchandising campaign. 
3. The Public Service Commission is not the proper tribunal in which to 
try the issue whether the text of advertisements or other practices used in 
the promotion of a sales campaign, engaged in cooperatively by a gas and 
electric company and manufacturers and distributors of automatic refriger- 
ators, constitute unfair trade practices, p. 201. 


Merchandising and jobbing, § 2 — Powers of Commission — Regulation of prices. 
4. The Commission has no power to regulate the sale price of gas and 
electric refrigerators by a public utility company, p. 201 

Merchandising and jobbing, § 2 — Powers of Commission. 


5. The Commission is not authorized to interfere with the acts and prac- 
tices of a gas and electric company in respect to its appliance business un- 
less such acts affect the performance of its duties imposed by law, and 
which the Commission has power to regulate, p. 201. 


Discrimination, § 4.1 — Rebate — Coéperation in refrigeration sales. 


6. A gas and electric company which does not sell refrigerators but codper- 
ates with manufacturers and distributors of automatic refrigerators in a 
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NEW YORK DEPARTMENT OF PUBLIC SERVICE 


campaign for their sale, under a plan providing for sales by dealers, allow- 
ances for nonmechanical refrigerators, contributions by the company 
toward such allowances, collection of old refrigerators by the company 
advertising and promotion at company expense, company indemnity for 
losses on defaulted instalment contracts, and company financing or arrange- 
ment for financing, does not thereby make a rebate from the scheduled 
rates of the company and does not unduly discriminate among its custom- 


ers, p. 201. 


[July 12, 1939.] 


‘Wrens: against practices of a gas and electric utility com- 
pany in the sale, advertisement, and promotion of the sale 
of electric refrigerators; dismissed. 


APPEARANCES: Gay H. Brown, 
Counsel (by George E. McVay, As- 
sistant Counsel, and Raymond J. Mc- 
Veigh, Principal Attorney), for the 
Public Service Commission ; LeBoeuf, 
Machold & Lamb (by Horace R. 
Lamb), New York city, Attorneys 
for Consolidated Edison Company of 
New York, Inc.; Arnold H. Hirsch, 
Philadelphia, Pa., Attorney for the 


City Ice and Fuel Company; W. C. 


Chanler, Corporation Counsel (by 
Harry Hertzoff, Assistant Corpora- 
tion Counsel), New York city, for the 
city of New York; Harry F. Mela, 
New York city, Attorney for Paul 
Kurutz, a consumer, Bronx, New 
York city; E. B. Ingraham, New York 
city. 


Van NameEE, Commissioner: This 
proceeding was begun on the com- 
plaint of the City Ice and Fuel Com- 
pany of New York city by letter re- 
ceived by the Commission May 26, 
1939. At the first hearing Mr. Paul 
Kurutz, a consumer, of 893 Morris 
Avenue, Bronx, New York city, ap- 
peared by Harry F. Mela, attorney, of 
160 Broadway, New York city, and 
intervened on behalf of himself. 
Hearings were held at the New York 
office of the Commission on June 15, 


29 P.U.R.(N.S.) 


23, and 28, 1939. Briefs were there- 
after filed. 


General statement. 

At the hearings these facts were es- 
tablished. After preliminary discus- 
sion and exchange of letters between 
thirteen distributors of electric refrig- 
erators and the Consolidated Edison 
Company of New York, Inc., herein- 
after called the company, a campaign 
for the sale of mechanical or automat- 
ic refrigerators was instituted in the 
territory of the company, which cov- 
ers the boroughs of Manhattan and 
the Bronx, to begin April 1, 1939, and 
to continue until July 31, 1939. The 
advertising for the campaign began 
March 20th but the offer was not ef- 
fective until April 1st. The campaign 
was a cooperative, effort participated 
in by the company, the distributors or 
manufacturers and the retail dealers 
of such refrigerators, which dealers 
were the “approved” appliance deal- 
ers, recognized by the company. These 
include a very large proportion of re- 
tail dealers in electrical appliances in 
the company’s territory excluding de- 
partment and general stores. 

“Approved” appliance dealers are 
retail dealers who have determined on 
their own initiative to comply with 
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certain standards worked out by the 
dealers and the company, including, 
among others, that the dealer shall 
have a separate and distinct depart- 
ment wherein shall be carried a rea- 
sonably well diversified stock of stand- 
ard tested appliances; that the deal- 
er’s establishment shall have ground- 
floor or so-called “store” space, and 
that the dealer shall be equipped to 
furnish delivery and installation serv- 
ice as well as maintain repair service 
on appliances sold to customers. 

The distributors are the represen- 
tatives of the manufacturers of cer- 
tain mechanical electric refrigerators 
in the territory of the company. They 
are as follows: 


Distributor 
The Crosley Distributing Cor- 
poration 
Frigidaire Division of Gener- 
al Motor Sales Corporation 
Rex Cole, Inc. 


R. H. McMann, Ince. 

General Electric Supply Cor- 
poration 

Kelvinator Division of Nash- 
Kelvinator Corporation 

E. B. Latham & Co. 

Warren-Norge Co., Inc. 

Philco Radio & Television 
Corporation of New York 

Bushwick-McPhilben, Inc. “ 

Wholesale Radio Equipment 


Oo. 
Landers, Frary & Clark of 
New York, Inc. (Royal 
Eastern Electric Supply 


Make 
Crosley 


Frigidaire 


General 
Electric 

Gibson 

Hotpoint 


Kelvinator 


Leonard 
Norge 
Philco-Con- 
servodol 
Sparton 
Stewart- 
Warner 
Universal 


0. 
Westinghouse Times Appliance Co., Inc. 


These refrigerators employ elec- 
tricity in the manufacture of ice with- 
in such refrigerators. One mechan- 
ical or automatic refrigerator employ- 
ing gas in the manufacture of ice was 
included in the campaign. This was 
the Servel Electrolux refrigerator, of 
which the company is the distributor 
in this territory. 

The company, the distributors or 
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manufacturers, and the dealers all con- 
tribute to the combined effort in the 
sale of automatic gas and electric re- 
frigerators. In the present campaign 
a total allowance of $9.50 is made for 
the “turn-in” of a nonmechanical re- 
frigerator or “ice box,” as commonly 
known, actually installed and in use 
upon the purchase of a 1939 model 
mechanical refrigerator by a custom- 
er of the company. This allowance 
applies on the retail price of the re- 
frigerator purchased. 

The company is not engaged in di- 
rect merchandising and neither buys 
nor sells any of the refrigerators. 

The company’s contribution to the 
campaign is a contribution of $5 
towards the total allowance of $9.50, 
paid to the distributor who, in turn, 
distributes it in whole or in part to 
their retail dealers under their own 
arrangement. 

The company also collects the ice 
boxes taken in exchange, stores same 
in its warehouses, and either sells or 
destroys them. It repossesses the new 
refrigerators upon default in the terms 
of any conditional sale contract. 

The company agrees to institute an 
an extensive advertising campaign, 
costing approximately $300,000 to 
$350,000 and also to promote the sales 
of the refrigerators, both retail and 
wholesale (apartment houses) by its 
sales representatives, and to display 
samples of the various mechanical re- 
frigerators in its showrooms. 

The company, or its employees. will 
receive no compensation or commis-~ 
sion from the manufacturer, distribu- 
tor, or dealer for any orders procured 
by the employees. 

The company will indemnify the 
manufacturer, distributor, or dealer 
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against losses on all orders taken by 
utility employees, resulting from any 
default on the part of the purchaser 
of the refrigerator. 

On all retail orders taken by the 
company employees, the difference be- 
tween the net retail selling price of the 
refrigerator and the dealer’s cost, less 
the $9.50 trade-in allowance, if any, 
will be accumulated in an “Approved 
Dealer Pool,’ maintained by each 
manufacturer or distributor, to which 
will be added 34 per cent by the manu- 
facturer or distributor on all apart- 
ment house sales closed by these em- 
ployees directly for the manufacturer 
or distributor. This pool will then be 
distributed by the manufacturer or 
distributor among his dealers on a 
pro rata basis. 

The company also underwrites in 
part, not to exceed 8 per cent of bal- 
ances outstanding, any default in com- 
mercial paper created in connection 
with the sales of mechanical refrig- 
erators under conditional sales agree- 
ments entered into between the pro- 
ducers and distributors or manufac- 
turers of such mechanical refrigera- 
tors. Other terms are allowed in the 
sale by dealers or distributors of re- 
frigerators in wholesale lots to build- 
ers of apartments or to housing devel- 
opments; but as the principle involved 
is the same as the sales by which re- 
tail dealers sell to retail customers, the 
details of these agreements need not 
be set forth in this memorandum. 

The letters and correspondence be- 
tween the company, distributors, or 
manufacturers, and dealers, setting 
forth the terms under which each 
agrees to participate in the campaign 
were introduced in evidence at the 
hearings. The distributors contribute 
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a part of the $4.50 balance of $9.50 
allowance, either one-half thereof, or 
in some cases, $2.50 of the amount, 
in accordance with the particular ar- 
rangements which the distributor has 
with its retail dealers ; and also returns 
to the company $1 for each refrigera- 
tor of the make of which they are dis- 
tributors sold, towards the expenses 
of the advertising campaign. 

The dealer contributes part of the 
$4.50 balance of the $9.50 allowance 
according to the agreement between 
him and his distributor and also un- 
derwrites in part (not exceeding 2 per 
cent of balances outstanding) any de- 
fault in commercial paper in connec- 
tion with conditional sale contracts of 
the refrigerators. 

The arrangements for the sale of 
the refrigerators on part time and pay- 
ment of conditional sale contracts are 
made under an arrangement with the 
National City Bank of New York, by 
which arrangement the bank agrees to 
make all collections, to bear the cost 
of all bookkeeping and other expen- 
ses, and to sustain 90 per cent of the 
losses caused by defaults of such con- 
tracts. The balance of the 10 per cent 
is made up of 2 per cent carried by the 
dealers and 8 per cent by the company, 
as hereinbefore stated. However, the 
bank does not carry any commercial 
paper for a longer period than thirty- 
six months. In this event, in transac- 
tions extending for five years, the 
electric company carries the paper un- 
til such time that the outstanding bal- 
ance can be paid within thirty-six 
months, then the commercial paper is 
transferred to the bank. Copies of 
these arrangements in the form of let- 
ters passing between the National City 
Bank and the company were received 
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in evidence at the hearing and these campaign may not be promotional in 
arrangements are under thesameterms fact. 
and conditions as previous sales of me- The company offered to present fig- 
chanical appliances sold under other ures showing the increase in consump- 
campaigns conducted by the company. tion of current since the beginning of 

Up to June 23rd, 31,900 electric the campaign. I refused to admit any 
refrigerators were sold under the plan of this evidence on the ground that 
in Consolidated Edison system terri- until it was decided that the Commis- 
tory. 14,000 of these were either fi- sion had jurisdiction in the premises, 
nanced by the National City Bank or such evidence was incompetent and 
were financed by the electric corpora- immaterial. 
tion, which intends to turn the notes The letter further states, page 4: 
over to the National City Bank when- “The inducements offered by the 
ever those notes have only three years utility are unlawful. As this payment 
left to run. is made regardless of the ‘age, make, 
or condition’ of the ice refrigerator, 
it is obvious that the $9.50 is an out- 
right gift or subsidy to each purchaser 
of an automatic refrigerator as an in- 
ducement to switch to mechanical re- 
frigeration.” 

The letter then quotes § 65, subdiv. 
2, of the Public Service Law and also 


Complainant’s contentions. 

The City Ice and Fuel Company, 
complainant, is engaged in the busi- 
ness of manufacturing and selling ice 
inthe city of New York. It owns and 
operates two plants at each of which 
it uses Edison Company electricity ex- 


clusively in the process by which its refers to § 65 subdiv. 3 and § 66 


ice is manufactured. It also sells non- subdiv. 12, and states, page 6: 


mechanical refrigerators in which the "ES the Coneciiiteshd ite Com 
ice which it manufactures may be pany is permitted to offer $9.50 for an 
placed. old ice refrigerator as an inducement 
In the letter of May 25, 1939, set- to purchase a new automatic refrig- 
ting forth its complaint, complainant, erator, what can prevent the utility 
by its attorney, does not state definite- from increasing the offer or subsidy, 
ly the nature of its complaint. The to $20, $50, or even $100 until the ice 
etter, page 2, states: industry is completely destroyed? If 
“A brief analysis of the principal this practice were allowed, could it not 
factors involved in this issue will prob- be used as a convenient device to cir- 
ably suffice to show the unjust, unrea- cumvent and render nugatory the stat- 
sonable, and unlawful practices of the utory provisions relating to undue 
Consolidated Edison Company in its preferences and unjust discrimina- 
present automatic refrigerator cam- tions?” 
paign.” The letter finally requests that 
The letter then states that as the ice “pending the final determination of 
manufacturers consume current pur- this issue, your Commission issue ap- 
chased from the company and as their propriate orders in order to avoid con- 
records show a decline of business as tinued irreparable injury to ice indus- 
compared with last year, the “ice box” try.” 
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At the first hearing on June 15th in 
his opening statement, counsel for the 
complainant stated : 

“In this issue we do not question 
the right of a public utility to mer- 
chandise appliances. However, 
we do assert that such a right to en- 
gage in an accessorial service does not 
embrace the license to violate express 
provisions of the Public Service Law 
of this state and we are prepared to 
show that the practices of the Con- 
solidated Edison Company in this com- 
plaint are not only unjust, unreason- 
able, and unlawful; but that they are 
plainly repugnant to the language and 
thought of this Commission in the 
Luckey, Platt, and Groggins Cases. 

“From our viewpoint, two questions 
are prominent in this issue: First, may 
an electric company engage in mer- 
chandising activities which do not 
clearly promote the increased use of 
electricity but which may, in fact, re- 
duce its output to the detriment of all 
consumers; and second, if a utility 
may engage in such activities, is it per- 
mitted to employ practices which are 
at war with the letter and spirit of the 
Public Service Law?” 

The essence of the complaint is, 
therefore, that the practices and meth- 
ods of the company in the present “ice 
box” campaign are unjust, unreason- 
able, and unlawful and beyond the 
proper limits of its rights to engage in 
merchandising; that the $5 contribu- 
tion of the company is in effect a re- 
bate or gift and that the terms of the 
ice box offer including the arrange- 
ments for sale on conditional sale con- 
tracts are unduly discriminatory in 
that it does not apply to all consumers 
of the company. 

29 P.U.R.(N.S.) 


The Complaint of the Intervener, 
Paul Kurutz, a Consumer 


After making a general statement 
of his complaint at the first hearing, a 
written complaint was filed at the 
hearing of June 28th. The complaint 
sets forth that the intervener is the 
owner and the user of a nonmechanical 
refrigerator or ice box and does not 
desire to take advantage of the offer 
contained in the present campaign and 
exchange his present refrigerator or 
ice box for an automatic refrigerator. 
That by reason of such position he is 
being unduly discriminated against in- 
asmuch as the offer for his present 
refrigerator in exchange results in ex- 
penses to the company, which are re- 
flected in the rates and charges made 
for electricity consumed on his prem- 
ises. 

Section 8 of the complaint reads: 

“The electric corporation has, both 
directly and indirectly, by means of 
rebates, drawbacks, or other devices 
and methods, received from certain 
persons less compensation for elec- 
tricity than it receives from this inter- 
vener and other persons for a like and 
contemporaneous service, in violation 
of § 65, subdiv. 2, of the Public Serv- 
ice Law; has granted undue preferenc- 
es and advantages to certain persons 
and to one particular description of 
service in violation of subdiv. 3 of said 
section; and has in certain manners 
and by certain devices refunded or 
remitted to certain persons a portion 
of the rates or charges specified in 
service classification No. 1 of its filed 
schedules and extending privileges or 
facilities to such persons which are 
not regularly and uniformly extended 
to all consumers under said service 
classification No. 1 and are not pro- 


198 





CITY ICE & FUEL CO. v. CONSOL. EDISON CO. OF NEW YORK, INC. 


vided for in any filed schedule, all in 
violation of § 66, subdiv. 12, of said 
law.” 

After detailing the terms and condi- 
tions of the campaign substantially as 
set forth in preceding paragraphs, the 
complaint continues : 

“(b) The electric corporation fur- 
nished and furnishes without charge 
the services of several hundred busi- 
ness representatives who solicit orders 
for electric refrigerators and turn over 
said orders to the distributors listed 
in Schedule A hereto annexed. Said 
business representatives were and are 
paid fixed salaries by the electric cor- 
poration. The electric corporation re- 
ceived and receives no compensation 
or reimbursement for the selling serv- 
ices performed by such business repre- 
sentatives. On electric refrigerator 


sales effected by said business repre- 


sentatives, the said distributors pay 
over the difference between the price 
which would be charged to a dealer 
and the price charged to the retail 
customer, in each instance into a so- 
called ‘pool’ maintained by each such 
distributor. Such pool is in turn dis- 
tributed among all of the dealers who 
sell electric refrigerators under the 
plan in proportion to such dealer’s own 
retail sales of the particular make or 
brand of electric refrigerator ; 

“(c) Similarly on so-called ‘whole- 
sale’ sales, i. e., sales of quantities of 
electric refrigerators to apartment 
house owners or operators which are 
effected by the said business represen- 
tatives of the electric corporation, no 
reimbursement for selling service is re- 
ceived by the electric corporation but 
the distributors or most of them pay 
34 per cent commission thereon (or 
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else some fixed difference or differen- 
tial) into the said respective pools” ; 

The complaint also charges that the 
agreement between the company and 
the National City Bank is unjust and 
unlawful and results in unlawful and 
undue discrimination in favor of the 
purchasers of such refrigerators on 
conditional sales contract, which re- 
sults in the reduction in rates for elec- 
tricity used by such consumers not 
enjoyed by the complainant. 

The complaint continues, Para- 
graphs 15, 16, and 17 as follows: 

“15. That such payment of $9.50 
and the free cartage for the removal 
of the discarded ice box and also such 
financing benefits constitute in effect 
a rebate or drawback or other refund 
or remission of part of the scheduled 
rate or charge for the current con- 
sumed by the electric corporation’s 
customers under service classification 
No. 1 who elect to purchase electric 
refrigerators pursuant to the said 
plan. 

“16. That there are many thousands 
of customers of the electric corpora- 
tion under its service classification No. 
1, including this intervener, who either 
are already the owners of electric re- 
frigerators and have no occasion to 
buy new ones or are the owners of ice 
boxes and are unable or unwilling to 
purchase electric refrigerators, either 
by full cash payment or by contracting 
for instalment payments, or are start- 
ing housekeeping and have no ice box 
to turn in, or are tenants of apartment 
houses who find it impracticable to 
purchase electric refrigerators, or are 
otherwise so situated that they have 
no occasion to purchase electric refrig- 
erators. Under the plan and arrange- 
ments entered into between the electric 
29 P.U.R.(N.S.) 
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corporation and the distributors listed 
in Schedule A hereto annexed, all of 
such persons continue to pay the full 
scheduled rate for current without re- 
bate, drawback, or refund. 

“17. That the furnishing of the 
aforesaid guaranty by the electric cor- 
poration to said the National City 
Bank of New York, the assumption by 
the electric corporation of the burden 
and expense of repossession, and the 
furnishing of banking facilities by the 
electric corporation to purchasers 
whose instalments are to run over a 
period longer than thirty-six months, 
all as aforesaid, permit a purchaser un- 
der the plan to obtain instalment fi- 
nancing at rates and upon terms which 
would not normally or otherwise be 
obtainable and further constitute a 
benefit and advantage to the said pur- 
chasers, who are customers of the elec- 
tric corporation, which is not extend- 
ed to other customers and which is not 
provided for in the said electric corpo- 
ration’s filed schedules of rates.” 

The essence of the complaint, there- 
fore, is that the ice box offer results in 
a rebate or gift to those consumers 
who take advantage of the offer and 
that this is unlawful; and further- 
more, that it results in an undue dis- 
crimination against the complainant 
which is reflected in the cost of the 
electricity consumed by him. 


Discussion. 

[1] The company under its corpo- 
rate powers can engage in merchandis- 
ing and jobbing operations and in the 
sale and distribution of electrical and 
gas appliances. In several cases the 
Commission has so held and in the 
memorandums upon which the orders 
issued were based has discussed at 
length this subject. 
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Case No. 7107, Luckey, Platt & Co, 
v. Central Hudson Gas & E. Corp, 
decided February 2, 1932, P.ULR. 
1932B, 165; Case No. 9021, Grog. 
gins v. New York Edison Co., de- 
cided December 16, 1936, 16 P.U.R. 
(N.S.) 365; Case No. 9519, Grog. 
gins v. Consolidated Edison Co., de- 
cided May 28, 1938, 24 P.U.R.(N.S.) 
a. 

The campaigns are cooperative ef- 
forts by the company, the distributor, 
manufacturer, and the retail dealer in 
the sale of electric and gas appliances. 

The present campaign dealing with 
the sale of electric and gas refrigera- 
tors is an extension, with some varia- 
tions, of the merchandising and job- 
bing campaigns described at length in 
the Groggins Cases, supra. The prin- 
cipal variation is that in the present | 
campaign the company does not buy 
the merchandise sold, nor does it own 
any of it,—not even the sample re- 
frigerators upon its showroom floors. 
The company does not install or pay 
for the installation of the refrigera- 
tors. The purpose of the company in 
the campaign is to increase the con- 
sumption of gas and electric service. 
The company does contribute $5 to- 
wards the discount of $9.50 given in 
exchange for a nonmechanical refrig- 
erator upon the purchase of a 1939 
model of one of the thirteen mechan- 
ical or automatic refrigerators named 
in the plan. It also collects the ice 
boxes “taken in exchange” and either 
disposes of or destroys them. As in 
the other campaigns, the company pays 
for advertising and its sales force is 
used to promote the campaign; and it 
provides through the National City 
Bank arrangements for the conditional 
sale of the new refrigerators. 
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[2] The offer of exchange is open 
to all its customers who are at present 
using mnonmechanical refrigerators. 
The discount of $9.50 does not apply 
on the bills for electricity used by the 
customers. Those customers who do 
not use nonmechanical refrigerators 
or ice boxes, those who do and who 
do not wish to take advantage of the 
offer, and those who do own ice boxes 
and take advantage of the offer, all 
pay the same price for the current con- 
sumed on their premises, under the 
filed schedules, irrespective of wheth- 
er or not some of such current is used 
ina mechanical or automatic refrigera- 
tor. No undue discrimination exists 
among the customers of the company 
by reason of the offer made in the 
present campaign. 

[3] If the text of the advertisements 
or other practices used in the promo- 
tion of the sales campaign constitute 
unfair trade practices, the Public Serv- 
ice Commission is not the proper tri- 
bunal in which to try such issue. 

[4] The company is not required by 
the Public Service Law or any other 
statute to sell automatic refrigerators 
to its customers. The use of such 
refrigerators promotes the sale of gas 
or electricity. If the Commission 
could regulate the sale price of refrig- 
erators, it would follow that it has the 
power to regulate the sale price of all 
gas or electric appliances. The Com- 
mission has no such power. In the 
sale of appliances the company is not 
protected by any monopoly as in the 
sale of gas or electricity. They are 
subject to all the conditions of com- 
petition which prevail in the market- 
ing of other commodities. 

[5] In the sale of refrigerators, the 
present campaign is in competition with 
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the complainant, the City Ice and 
Fuel Company, which itself markets 
nonmechanical refrigerators for the 
use of its product. (The sale of such 
refrigerators is not a duty imposed up- 
on the company and no power has been 
conferred by the legislature upon the 
Commission to regulate an undertak- 
ing by a company who engages in such 
business. Unless the acts of the com- 
pany in respect to its appliance business 
affect the performance of its duties 
imposed by law and which the Com- 
mission has power to regulate, the 
Commission is not authorized to inter- 
fere with the acts and practices of the 
company in that regard. No claim is 
made here that by reason of the pres- 
ent campaign the company cannot and 
does not perform the duties imposed 
upon it by law.) 

[6] The cases cited by the complain- 
ants are those in which the free use 
of its utility service is given by utility 
companies for a limited period upon 
the installation of services. Re Home 
Teleph. & Teleg. Co. (Or.) P.U.R. 
1917F, 260. 

Inducement rates to promote the 
increased use of electricity. Re Nia- 
gara, L. & O. Power Co. (N. Y. 1934) 
6 P.U.R.(N.S.) 321. 

Case No. 6813, Re Special Con- 
tracts by Gas and Electric Companies 
(N. Y.) P.U.R.1931E, 302, 314. 

In this latter case the Commission 
stated : 

“When property or supplies are pur- 
chased or property is rented, or any 
other relationship entered into between 
a public utility and a consumer, such 
relationship should be independent of 
the price to be charged for service or 
the facilities to be rendered, and all 
utilities should be in a position where 
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the various operations just referred to 
may be justified and defended each up- 
on its own basis.” 

Re New York Edison Co. (N. Y. 
1937) 21 P.U.R.(N.S.) 156, in re- 
lation to the purchase of private 
plants. In this case the Commission 
did not forbid the purchase of private 
plants, but stated that they could not 
be purchased for an amount in excess 
of the reasonable value of the private 
plant acquired and that any plant ac- 
quired at an amount substantially in 
excess of any reasonable value was in 
effect a rebate. 

Re Tennessee Electric Power Co. 
(1939) 27 P.U.R.(N.S.) 152. This 
case begun by the Tennessee Railroad 
and Public Utilities Commission con- 
tains, at p. 166, the following defini- 
tion of rebates: 

“A favorite method of preferring 
one customer over another, ever since 
direct and simple rebates and subsidies 
became unlawful, has been to employ 
some roundabout scheme, camouflaged 
by a background of innocent-looking 
contractual relations, by means of 
which some persons are given advan- 
tages over their competing neighbors. 
A preferential result may be reached 
by explicit agreement, by tacit con- 
sent, by secret rebate, by unearned dis- 
counts, by the allowance of commis- 
sions, by the payment of overcharges, 
by the allowance of unfounded claims 
or counterclaims, or by almost any 
other artifice which ingenuity can de- 
vise. But in whatever guise it appears, 
every such device works an indefensi- 
ble injury to private rights and is a 
gross violation of public duty.” 

The conditions and practices set 
forth in the preceding cases are all dis- 
tinguishable from the facts in this pro- 
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ceeding. The complainant relies par- 
ticularly upon the recent case of Bal- 
timore & O. R. Co. v. United States, 
decided January 3, 1939 and reported 
at 305 U. S. 507, 83 L. ed. 318, 59 
S. Ct. 284, and the United States Law 
Weekly in the issue of January 4, 
1939, at p. 41. In this case it was 
found that the Baltimore and Ohio 
Railroad Company and other railroads 
had furnished warehouse storage and 
other services in connection with 
freight at the Port of New York and 
that these charges and allowances were 
furnished below cost and that they 
dissipated the funds and revenues of 
certain railroad carriers and were not 
in accordance with efficient and eco- 
nomical management, as set forth by 
the Federal Transportation Act and 
were not in the public interest. The 
Interstate Commerce Commission 
found that the granting of the various 
services by the carriers was the result 
of intensive competition between the 
railroads for freight traffic and the 
Commission’s order provided, among 
other things, that the carriers cease 
and desist from furnishing the vari- 
ous services mentioned at rates and 
charges which failed to compensate 
the carrier for the cost of such serv- 
ices. The Supreme Court in uphold- 
ing the Commission’s order made it 
clear that the furnishing of the vari- 
ous services was not in itself objec- 
tionable ; but it was only the rates and 
charges therefor which failed to com- 
pensate the carrier for the cost of per- 
forming the service which were held 
to constitute a violation of the pro- 
hibition against discrimination as con- 
tained in the Federal Transportation 
Act. 

I hold that this case is clearly distin- 
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guishable from the situation in the 
present proceeding. 


Conclusion. 

Having considered the terms, condi- 
tions, and practices of the company in 
the present mechanical refrigerator 
campaign and having considered the 
same in connection with the situation 
existing in the Luckey, Platt, and 
Groggins Cases, supra, and the princi- 
ple laid down in those decisions, I find 
that the terms, conditions, and prac- 
tices of the company in the present 
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discrimination among the consumers 
of the company under the terms of the 
offer. The fact that some residential 
consumers, who could do so under its 
terms, may not desire to take advan- 
tage of the offer does not affect in the 
slightest way the rate charged for gas 
or electric service. 

I hold, therefore, that no rebate or 
undue discrimination has been shown 
and that the complaint of the City Ice 
and Fuel Company and of the inter- 
vener, Paul Kurutz, should be dis- 
missed. 


proceeding do not constitute a rebate 
from the scheduled rates of the com- 


pany. 
I further find that there is no undue 


Commissioners Lunn and Brewster 
concur ; Chairman Maltbie present but 
not voting; Commissioner Burritt not 
present. 





MICHIGAN SUPREME COURT 


City of Detroit et al. 


Vv. 


Public Utilities Commission 


[No. 54.] 
(— Mich. —, 286 N. W. 368.) 


Municipalities, § 3 — Powers — Express or implied. 
1. Municipalities possess only those powers expressly granted, necessarily 
implied in, or incidental to, the powers expressly granted, and those essen- 
tial to the declared objects and purposes of the corporation, p. 207. 


Rates, § 110 — Powers of municipalities. 
2. The power of a municipality to regulate the rates of public utilities is 
not one of those essential to local self-government, p. 207. 


Rates, § 119 — Powers of municipalities — Contracts. 
3. The right of a city to contract with reference to rates depends upon its 
right to control its streets, and any contract made regarding rates is part of 
a franchise granted to a utility to use the streets, p. 207. 


Franchises, § 1 — What constitutes — Agreement in consent decree. 
4. A decree, consented to by a municipality and a gas company involved in 
a rate controversy, containing an agreement as to rates, amounted to a 
franchise, p. 209. 
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Franchises, § 30 — Validity — Revocability — Referendum. 


5. A franchise which was not voted upon by the electors of the city and 
which was not revocable at the will of the city is invalid, p. 209. 


Rates, § 226 — Powers of utilities — Expiration of franchise. 


6. A public utility whose franchise has expired has the right to fix rates, 
in the absence of a contract regulating them, p. 211. 
Rates, § 221 — Municipal contract — Validity. 

7. An agreement between a city and a gas company, containing no rate 
schedules but providing that the company is to promulgate the initial sched- 
ule of rates and that it shall receive certain base earnings per year, excess 
earnings to be shared between the gas company and its consumers, is in- 
valid if not approved by the electorate in accordance with legal require- 
ments relating to franchises, and is invalid in that it leaves the promulgation 
of rates in the future entirely in the hands of the company, p. 211. 


§ 6 — Powers of courts — Absence of contract. 
8. The court has jurisdiction to determine whether utility rates are unrea- 
sonable where there is no contract and there are no proceedings before the 
Commission, p. 211. : 
Courts, § 1 — Jurisdiction by consent or conduct. 
9. Parties by consent or conduct cannot give a court jurisdiction over the 
subject matter where it otherwise would have no jurisdiction, p. 212. 
Rates, § 2 — Power to determine reasonableness — Delegation of powers. 


10. The determination of whether a rate is reasonable is a judicial ques- 
tion ; but the power of fixing and regulating rates, although it may be dele- 


gated to a city to contract with reference thereto, is a legislative function 
and not a judicial one, p. 212. 


§ 6 — Jurisdiction of court. 

11. That a court may have had jurisdiction of a suit to determine the 
reasonableness of rates did not empower it to retain jurisdiction to deter- 
mine whether rates to be promulgated in the future by the public utility 
would be unreasonable, p. 213. 


Rates, § 110 — Powers of municipalities. 
12. Municipalities, although empowered to establish utility rates by con- 
tract and franchise, have no legislative power to fix rates to be charged by 
public utility companies, p. 213. 

Rates, § 22 — Powers of states — Delegation of powers. 


13. The primary authority to fix utility rates rests in the legislature, and 
the legislature can delegate such power to municipalities only in express 
terms or by necessary implication, p. 213. 

Rates, § 110 — Powers of municipalities — Derivation of powers. 

14. Municipalities derive the power to contract for utility rates not from 
a grant of power to legislate, but from a right of contract arising out of an 
implied power to fix reasonable rates by virtue of the reserved constitu- 
tional power of control of the streets, p. 213. 

Rates, § 111 — Powers of municipalities — Absence of statutory authorization. 
15. Municipalities have no power to fix gas rates by ordinance in the ab- 
sence of charter authority or other statutory or constitutional provision 
delegating the power in express terms or by necessary implication, p. 213. 
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Rates, § 48 — Exclusive powers of Commission — Effect of consent decree. 
16. The Commission has exclusive jurisdiction to fix or establish gas rates 
in a city following expiration of the utility company’s franchise, notwith- 
standing a consent decree incorporating an invalid rate agreement between 
the municipality and the company, p. 214. 

Rates, § 641 — Parties — Consumers — Franchise expiration. 
17. A statutory provision that a municipality can petition the Commission 
to fix gas rates upon the expiration of a franchise does not exclude the 
right of a consumer to make application therefor, p. 214. 

Courts, § 21 — Rules of decision — Stare decisis. 
18. When a court of last resort intentionally takes up, discusses, and decides 
a question germane to, though not necessarily decisive of, the controversy, 
such decision is not a dictum, but is a judicial act of the court which it will 
thereafter recognize as a binding decision, p. 219. 

Courts, § 21 — Effect of concurring opinion — Majority opinion. 
19. Views expressed in separate concurring opinions are the views of the 
court when it appears that the majority of the court concurred in such sep- 
arately expressed views, p. 219. 


[March 10. 1939.] 


ae in nature of certiorari from order of the Commis- 
sion determining that it had jurisdiction to investigate and 
establish gas rates; affirmed. For decision of Commission, see 


24 P.U.R.(N.S.) 225. 
5h 


Argued before the entire bench, ex- 
cept Butzel, C. J., and North, J. 


APPEARANCES: Raymond J. Kelly, 
Corporation Counsel, and James H. 
Lee, Principal Assistant Corporation 
Counsel, both of Detroit, for appellant 
city of Detroit; Angell, Turner, Dyer 
& Meek, of Detroit (Park Chamber- 
lain, of New York city, James O. Mur- 
fin, of Detroit, of counsel), for appel- 
land Detroit City Gas Co.; Raymond 
W. Starr, Attorney General, for ap- 
pellee; Harold Goodman, of Detroit, 
for petitioner Duncan C. McCrea, and 
other interveners. 


McALLIsTER, J.: The Detroit City 
Gas Company during the past thirty 
years has manufactured, sold, and dis- 
tributed gas in the city of Detroit. 
When its charter expired in 1923, the 
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city entered into an agreement, grant- 
ing a franchise for an additional time. 
Such franchise had not been ratified 
by three-fifths majority of the electo- 
rate of the city of Detroit, and was 
thereafter declared invalid by this 
court. Walker Bros. Catering Co. v. 
Detroit City Gas Co. 230 Mich. 564, 
P.U.R.1925D, 366, 203 N. W. 492. 
Controversy then arose between the 
city and the gas company as to the 
rates to be charged. The gas company 
published a schedule of rates, where- 
upon the city passed an ordinance 
which in effect accepted these rates, but 
at the same time, imposed a rental 
charge of $125,000 per month upon 
the gas company for the use of the city 
streets. The company then filed a bill 
in equity in the United States district 
court for the eastern district of Michi- 
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gan to enjoin the enforcement of this 
rental charge, and, before the deter- 
mination of such case, promulgated an 
increased schedule of rates. The city, 
thereafter, filed a bill of equity in the 
circuit court of Wayne county, setting 
forth that such rates were unreason- 
able and arbitrary, and prayed that the 
company be enjoined from putting 
them into effect. 

The entire controversy up to this 
time involved manufactured gas. 
However, both parties had been inves- 
tigating the feasibility of the use of 
natural gas, and as a result of such 
investigation, and after considerable 
negotiation between the gas company 
and the city, it was decided to substi- 
tute natural gas for manufactured gas. 
Since the use of natural gas would ren- 
der any decision in the pending cases 
of temporary effect, and in order to 
make a new arrangement, it was agreed 
that consent decrees should be entered 
in both pending cases, terminating the 
litigation and providing for a new con- 
tract for the furnishing and distribu- 
tion of gas. This agreement was con- 
tained in the consent decree entered in 
the circuit court of Wayne county, 
which is the proceeding of especial im- 
portance in this case. 

Such decree provided that the com- 
pany was to receive a certain base earn- 
ing, dividing profits above this agreed 
amount, with the consumers. It fur- 
ther provided that within a specified 
time in the future, the company would 
promulgate a schedule of rates for con- 
sumers. Pursuant to the decree, the 
gas company afterward promulgated 
a schedule of rates. 

On April 27, 1937, Duncan C. Mc- 
Crea, prosecuting attorney for Wayne 
county, and a customer of the gas com- 
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pany, filed a petition with the Michigan 
Public Utilities Commission, claiming 
ing that the plan and agreement, con- 
tained in the decree, were fraudulent, 
and formulated solely in the interest 
of the gas company, to the damage and 
detriment of the rights of the public. 
In his petition, in which he was later 
joined by more than fifty thousand 
other consumers of the gas company, 
he prayed that the Commission take 
jurisdiction to investigate the meth- 
ods by which the rates were estab- 
lished; to investigate the effect upon 
Michigan natural gas prices of alleged 
monopolistic control; and to establish 
just and reasonable rates. Upon the 
filing of the petition, the Commission 
issued an order, setting a date for the 
hearing thereof, to ascertain whether 
it had jurisdiction to hear and deter- 
mine the matters set forth in the peti- 
tion, and caused notice of such hear- 
ing to be served upon petitioner, the 
city of Detroit, and the gas company. 

After an extensive hearing, and up- 
on the opinion of the attorney general, 
the Commission determined that it had 
jurisdiction under the petition to in- 
vestigate and establish just and rea- 
sonable rates for natural gas in the city 
of Detroit. 

From the order entered by the Com- 
mission, the gas company and the city 
of Detroit appeal, contending that the 
Commission has no jurisdiction be- 
cause : 

1. The consent decree is an agree- 
ment fixing rates between the munici- 
pality and utility, and by statute the 
Commission has no jurisdiction where 
there is such a contract. 

2. Where the franchise of a public 
utility has expired, only the munici- 
pality can petition the Commission to 
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fix rates, and the Commission obtains 
no jurisdiction upon the petition of an 
individual consumer. 

3. Since the suit of the city in the 
circuit court for Wayne county was 
brought by the city on behalf of all 
other consumers of gas, the consent 
decree therein entered is binding on 
petitioner and all other consumers. 

The primary question to be deter- 
mined is whether, under the arrange- 
ment now existing between the city 
and the gas company, the Public Utili- 
ties Commission is excluded from ju- 
risdiction to inquire into and deter- 
mine rates. 

Section 4 of the Public Utilities 
Commission Act, 2 Comp. Laws 1929, 
§ 11009, provides, in part: “In no 
case shall the Commission have power 
to change or alter the rates or charges 
fixed in, or regulated by, any fran- 
chise or agreement heretofore or here- 
after granted or made by any city, vil- 
lage, or township.” 

If there is a valid agreement or 
franchise granted or made by the city, 
fixing or regulating rates or charges, 
the Commission has no power to 
change or alter them, as rates, fixed 
by agreement, are not subject to con- 
trol of the Commission. Lenawee 
County Gas & E. Co. v. Adrian (1920) 
209 Mich. 52, 176 N. W. 590, 10 
A.L.R. 1328. 

[1-8] In this regard it is of im- 
portance to consider the power of a 
municipality to enter into a contract, 
fix, or regulate rates to be charged by 
a public utility, and the necessary 
requisites to the exercise of such a 
power. A municipal corporation pos- 
sesses only those powers; expressly 
granted ; those necessarily or fairly im- 
plied in or incidental to the powers ex- 
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pressly granted ; and those essential to 
the declared objects and purposes of 
the corporation. The latter consist of 
powers, not simply convenient to the 
exercise of the declared objects, but 
those indispenable thereto. Attorney 
General v. Detroit Common Council 
(1907) 150 Mich. 310, 113 N. W. 
1107, 121 Am. St. Rep. 625; Barn- 
hart v. Grand Rapids (1926) 237 
Mich. 90, 211 N. W. 96. No express 
power is given to the city of Detroit 
to regulate the rates of public utilities ; 
and this power is not one of those es- 
sential to local self-government. Kal- 
amazoo v. Titus (1919) 208 Mich. 
252, 265, 175 N. W. 480. Such pow- 
er arises only from the exercise of 
powers necessarily implied. 

Article 8, § 28, Constitution of 
Michigan, 1908, provides: “No per- 
son, partnership, association, or cor- 
poration operating a public utility shall 
have the right to the use of the high- 
ways, streets, alleys, or other public 
places of any city, village, or township 
for wires, poles, pipes, tracks, or con- 
duits, without the consent of the duly 
constituted authorities of such city, 
village, or township; nor to transact 
a local business therein without first 
obtaining a franchise therefor from 
such city, village, or township. The 
right of all cities, villages, and town- 
ships to the reasonable control of their 
streets, alleys, and public places is 
hereby reserved to such cities, villages, 
and townships.” 

Under the above provision of the 
Constitution, the city has the power to 
fix reasonable rates as a condition to 
the use of its streets by a public util- 
ity. Kalamazoo v. Kalamazoo Circuit 
Judge (1918) 200 Mich. 146, 166 N. 
W. 998, 1002. In the foregoing case, 
29 P.U.R.(N.S.) 
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the court quoted from Noblesville v. 
Noblesville Gas & Improv. Co. (1901) 
157 Ind. 162, 60 N. E. 1032, where 
the court stated that a city had the un- 
questionable right to grant to any per- 
son, firm, or corporation a franchise 
to occupy its streets and alleys for con- 
veyance of gas to customers; and fur- 
ther : 

“That the want of power to legis- 
latively fix a rate does not prevent the 
execution of a contract, is illustrated 
by the case of Noblesville v. Nobles- 
ville Gas & Improv. Co. supra, where 
it is said: 

“*That the city had no power to 
regulate the rates of its licensee makes 
no difference. It had the power to 
contract. And the power to regulate 
as a governmental function, and the 
power to contract for the same end, 
are quite different things. One re- 


quires the consent only of the one 


body, the other the consent of two. 
In this instance the city acted in the 
exercise of its power to contract, and 
it is therefore entitled to the benefits 
of its bargain.’ 

“In St. Marys v. Hope Nat. Gas 
Co. (1912) 71 W. Va. 76, 76 S. E. 
841, 43 L.R.A.(N.S.) 994, it was 
held that the city might, in the control 
of the use of its streets, prescribe con- 
ditions including the fixing of rates 
for gas, and might contract therefor, 
even though it possessed no govern- 
mental power to fix rates. 

“The distinction between fixing 
rates by contract and under govern- 
mental power was clearly recognized 
by the Supreme Court of the United 
States in the case of Detroit v. Detroit 
Citizens’ Street R. Co. (1902) 184 U. 
S. 368, 386, 46 L. ed. 592, 22 S. Ct. 
410, where it was said: 
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“Tt is plain that the legislature re- 
garded the fixing of the rate of fare 
over these street railways as a subject 
for agreement between the parties and 
not as an exercise of a governmental 
function of a legislative character by 
the city authorities under a delegated 
power from the legislature.’ ” 

In Boerth v. Detroit City Gas Co, 
(1908) 152 Mich. 654, 116. N. W. 628, 
18 L.R.A.(N.S.) 1197, plaintiffs con- 
tended that the city had no power to 
regulate gas rates either by contract 
or legislation. It was held, however, 
that while the city had no legislative 
power to contract or establish rates, it 
had the implied power to prescribe 
rates by agreement, as a condition to 
the use of its streets by the gas com- 
pany, because of the control provided 
for by the Constitution. 

The right therefore of the city to 
contract with reference to rates de- 
pends upon its right to control of its 
streets ; and any contract made regard- 
ing rates is part of a franchise grant- 
ed to a utility to use the streets. 

In Walker Bros. Catering Co. v. 
Detroit City Gas Co. 230 Mich. 564, 
P.U.R.1925D, 366, 368, 203 N. W. 
492, where it was contended that a 
contract between a municipality and 
a gas company, after the expiration of 
a franchise providing for certain rates, 
was merely a contract and not a fran- 
chise, this court adopted the opinion 
of the trial court in which it was said: 

“Plaintiffs contend that the agree- 
ment between the common council and 
the gas company is in effect a franchise 
and falls within this provision of the 
Constitution. 

“The defendant company insists 
that the proceedings taken do not 
amount to a franchise, but merely to 
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a finding of the rates; and that while 
the agreement provides for a rate 
which shall be uniform during a pe- 
riod of three years, counsel for defend- 
ant insist that this is revocable at any 
time at the will of the city by simply 
ordering the gas company to vacate 
the streets. In other words, the gas 
company’s rates are fixed for three 
years, but their tenancy of the streets 
is revocable at will. 

“To my mind the report of the ar- 
bitrators will not bear this construc- 
tion, because the report undertakes to 
continue the ordinance of 1893 in ef- 
fect, except so far as modified. 

“However, assuming that such ac- 
tion was beyond the power of the par- 
ties, and that as contended by defend- 
ant’s counsel we have a rate fixed for 
three years with the rights to occupy 
the streets determinable at the will of 
the city, such a condition would place 
the city in a situation where it must 
either accept the rates fixed during the 
3-year period, or as the alternative, do 
without gas. When viewed from this 
standpoint, it seems to me that the fix- 
ing of rates for a period of three years 
does amount to a franchise, and as 
such should have been first approved 
by three-fifths of the electors before it 
could be valid.” 

Mr. Justice Moore, in speaking for 
the court in the same case, at p. 372 
of P.U.R.1925D, said: 

“Counsel for the appellant insist 
that what was done does not amount 
to franchise. 

“In passing upon that question the 
following language of the award 
should not be overlooked. We quote: 

“*The ordinance of 1903, as amend- 
ed, except as it is modified by this 
award, shall continue in full force and 
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effect for the period fixed by this ar- 
britration agreement.’ 

“And it was also agreed in the 
award that the rates were fixed for 
three years. It is difficult to see how 
the rates could be collected for three 
years without the tenancy of the street 
continuing for that time. We think 
the trial judge was right in holding 
that what was done amounted to a 
franchise and required the approval of 
three-fifths of the voters before it 
would be valid.” 

[4, 5] In the instant case, the decree, 
consented to by the city and the gas 
company, and the provisions of agree- 
ment, contained therein, amounted to 
a franchise. 

Was the franchise, above men- 
tioned, valid, or was it void for fail- 
ure to comply with the necessary re- 
quirements? 

Article 8, § 25, Constitution of 
Michigan, 1908, provides: “No city 
or village shall have power to abridge 
the right of elective franchise, to loan 
its credit, nor to assess, levy, or col- 
lect any tax or assessment for other 
than a public purpose. Nor shall any 
city or village acquire any public util- 
ity or grant any public utility fran- 
chise which is not subject to revoca- 
tion at the will of the city or village, 
unless such proposition shall have first 
received the affirmative vote of three- 
fifths of the electors of such city or 
village voting thereon at a regular or 
special municipal election; and upon 
such proposition women taxpayers 
having the qualifications of male elec- 
tors shall be entitled to vote.” 

There having been no vote of the 
electors of the city on the franchise 
above mentioned, it is necessary to de- 
termine whether it is subject to revoca- 
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tion at the will of the city. If it be 
not a franchise revocable at will, it is 
invalid as an agreement between the 
city and the gas company, and no legal 
franchise or contract, to fix or regu- 
late rates, is in existence. To ascer- 
tain the legal effect of this agreement, 
it is necessary to inquire into the pro- 
visions of the decree in question. 

The decree dated December 23, 
1935, and entitled “City of Detroit, a 
Municipal Corporation of the State of 
Michigan, Plaintiff v. Detroit City 
Gas Company, a Corporation of the 
State of Michigan, Defendant,” after 
reciting that “counsel having an- 
nounced that the parties hereto have 
arrived at a compromise and settle- 
ment of the matters in controversy in 
this suit and wish to set forth in this 
decree a preliminary statement,” pro- 
ceeds with the stipulated agreements 
of the parties with reference to the 
plan, that the gas company shall re- 
ceive a certain base earning; that a 
certain amount of excess earnings shall 
be divided between the company and 
the consumers in certain proportions ; 
and that an initial schedule of rates 
for natural gas “shall be promulgated 
by the defendant company not later 
than May 1, 1936.” 

The court further orders, adjudges, 
and decrees that: 

“XII. It is not the intention of the 
parties to this cause that this decree 
shall in anywise alter or change any 
of the legal or equitable rights which 
either of the parties hereto may have 
as of the time immediately before the 
entry of this decree, and it is under- 
stood and agreed and so decreed that 
any and all such legal or equitable 
rights of either of the parties hereto 
shall continue and remain in full force 
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and effect notwithstanding any of the 
provisions of this decree.” 

“XIII. Any of the terms of this 
decree may be modified or terminated 
by the court upon application of either 
of the parties hereto and on a full and 
complete hearing upon said applica- 
tion.” 

“XIV. It is the intention of the 
parties hereto that this court shall 
hereafter be the forum for the deter- 
mination of controversies which may 
arise between the parties hereto until 
such time as said parties shall discon- 
tinue the operation of this decree.” 

Signed consent to the signature and 
entry of the decree is endorsed by the 
attorneys for the gas company and for 
the city. 

According to the terms of this con- 
sent decree, any term may be modified 
or terminated by the court upon appli- 
cation of either party, and on a full 
and complete hearing upon said appli- 
cation. Such a provision stipulating 
for modification or termination of 
any term of the decree, which includes 
the agreement between the parties, is 
not a contract or franchise, revocable 
at the will of the city. The parties 
explicitly provide that the court shall 
be the forum for the determination of 
any questions that may arise with re- 
gard to the agreement; and while it 
is provided that the court will be the 
medium of settlement of controversies 
until such time as said parties shall 
discontinue the operation of the de- 
cree, there is no implication that the 
city alone shall have the right to dis- 
continue the operations of the decree 
and the agreement contained therein. 
The agreement is to be modified only 
by the court after application and hear- 
ing. Unless the court, upon applica- 
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tion and hearing, modifies or alters the 
terms of the agreement, it is neces- 
sary for both the city and the gas com- 
pany to agree to a discontinuation of 
the agreement. The result of the de- 
cree was the granting of a franchise, 
and that the court should act as an ar- 
bitrator or adjudicate any disputes 
arising out of the agreement. The de- 
cree was, in effect, an agreement be- 
tween the city and the gas company 
for the use of the streets of the city 
in furnishing gas to consumers and 
collecting charges therefor. Such 
franchise, not being revocable at the 
will of the city, was void for failure 
to comply with the constitutional pro- 
visions which require a three-fifths 
vote of the electors of the municipal- 
ity to empower the city to make such 
acontract and franchise. 

[6-8] On other grounds it can also 
be said that there is in existence no 


contract between the parties fixing 


rates. The consent decree provided 
that the gas company was to promul- 
gate the initial schedule of rates and 
that it should receive a certain base 
earning per year; that any earnings, 
over and above such base earnings, 
were to be shared in certain propor- 
tions between the gas company and its 
customers. The decree, which may be 
said to contain the agreement between 
the city and the company, as is explicit- 
ly contended by counsel for the city, 
made no provision as to rates. 

In Lenawee County Gas & E. Co. 
v. Adrian (1920) 209 Mich. 52, 58, 
176 N. W. 590, 592, 10 A.L.R. 1328, 
in a case involving rates to be charged 
by a gas company, it was said: “Many 
definitions of the word ‘rate’ are to be 
found, but, as involved in the present 
controversy, it can broadly be said to 
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denote the price stated or fixed for 
some commodity or service of general 
need or utility supplied to the public, 
measured by a specified unit or stand- 
ard. Such fixed prices are sometimes 
classified as contract or administra- 
tive rates voluntarily fixed or agreed 
upon between themselves by contract- 
ing parties, and legislative rates fixed 
by the legislature or its authorized 
agency as a paramount governmental 
function without consent or agree- 
ment of the parties.” 

The agreement neither provided a 
schedule of rates, nor did it determine 
what the rates would be. In this re- 
gard, it only provided what should be 
done with the net profits, resulting 
from the collection of rates, to be 
promulgated and charged in the fu- 
ture. The provision in the decree that 
the company was to have the right to 
determine, in the future, the initial 
schedule of rates, cannot be said to be 
an agreement or franchise of the city, 
fixing or regulating rates, for a public 
utility where its charter has expired 
has the right to fix rates, in the ab- 
sence of a contract regulating them. 
Walker Bros. Catering Co. v. Detroit 
City Gas Co. 230 Mich. 564, P.U.R. 
1925D, 366, 203 N. W. 492. The 
agreement and franchise contained in 
the consent decree is invalid for not 
having been approved by a three-fifths 
majority of the electorate; and it is 
of no effect as an agreement fixing 
rates, because no rates are therein pro- 
vided, and the promulgation of rates in 
the future is left entirely in the hands 
of the gas company. But it is said that 
because the circuit court of Wayne 
county had previously taken jurisdic- 
tion, it was erroneous for the Com- 
mission to take jurisdiction of the 
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same subject matter. With reference 
to the proceedings in which the con- 
sent decree was entered, the case in- 
volved the reasonableness of rates for 
artificial gas charged by the gas com- 
pany after the expiration of its fran- 
chise. Prior to the time the consent 
decree was entered, the entire situa- 
tion had changed from the time the 
suit was commenced, in one important 
respect: the controversy then con- 
cerned the rates to be charged for nat- 
ural gas rather than artificial gas; and 
in order to escape from the maze of 
new issues and the tangle of contro- 
versies arising out of the ordinance as 
to rental charges, the promulgation of 
rates, and a suit in the Federal court, 
as well as the state court, the parties 
went before the circuit court and un- 
der its jurisdiction of the case, involv- 
ing “reasonable” rates, made their 
contract and constituted the court as 


the arbitrator of the terms thereof. 


But does the fact that the court takes 
jurisdiction to determine the reason- 
ableness of rates enable it to retain ju- 
risdiction on a consent decree to pro- 
vide for the rates to be charged, or a 
plan under which rates are to be pro- 
mulgated? The court has jurisdic- 
tion to determine whether such rates 
are unreasonable where there is no 
contract and there are no proceed- 
ings before the Public Utilities Com- 
mission. 

[9, 10] Counsel for the gas com- 
pany on the hearing before the Public 
Utilities Commission was of opinion 
that by virtue of the terms of the con- 
sent decree, it could only be terminat- 
ed by the court, upon cause shown; 
and in response to a question by the 
Commission, said that he would hesi- 
tate to move without the court’s per- 
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mission, and stated: “When you say 
‘terminate it at will,’ I think it requires 
an order from the court. I think the 
language was put in there deliberately 
I think you must go to court 
and show cause why it should be 
changed, and I think that was the Spir- 
it in which this was entered into.” 
Counsel for the city, however, an- 
swered a similar inquiry by stating 
that “if the city had the right prior to 
the entry of the decree to revoke any 
part of the agreement which they had 
entered into and which was then em- 
bodied in the decree, they would have 
that right today.” There was no 
agreement, however, until the decree 
was consented to and signed. Certain- 
ly, the decree, itself, requires the ad- 
judication by the court of any contro- 
versy arising therefrom, unless, of 
course, both parties agree to a discon- 
tinuation of the agreement; and the 
city bound itself to the observance of 
such decree in every way it was pos- 
sible for it to do in a court of law. 
But the parties by consent or con- 
duct cannot give the court jurisdiction 
over the subject matter where it other- 
wise would have no jurisdiction. Hoff- 
man v. Security Trust Co. (1931) 256 
Mich. 383, 239 N. W. 508; Exo v. 
Detroit Automobile Inter-Insurance 
Exch. (1932) 259 Mich. 578, 244 N. 
W. 241; Orloff v. Morehead Mfg. Co. 
(1935) 273 Mich. 62, 262 N. W. 736; 
Strandt v. Strandt (1936) 278 Mich. 
354, 270 N. W. 709, and it is contend- 
ed by the city and the gas company 
that the decree provides for the fixing 
and regulation of rates and charges. 
It is upon such claim that one of the 
most important matters of defense is 
urged—that the Commission has no 
jurisdiction for the reason that there 
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is in effect a contract regulating rates 
by virtue of the consent decree. If 
that be the case, we must hold that the 
court had no power to fix or establish 
rates. Nebraska Teleph Co. v. State 
(1898) 55 Neb. 627, 76 N. W. 171, 
45 L.R.A. 113; Pond, Public Utilities, 
§ 554. The determination of wheth- 
er a rate is reasonable is a judicial 
question, Wellman v. Chicago & G. 
T.R. Co. (1890) 83 Mich. 592, 620, 
47 N. W. 489, but the power of fixing 
and regulating rates, although it may 
be delegated to a city to contract with 
reference thereto, is a legislative func- 
tion and not a judicial one. Cadillac 
v. Citizens’ Teleph. Co. (1917) 195 
Mich. 538, 544, 161 N. W. 989; Niles 
v. Michigan Gas & E. Co. (1935) 273 
Mich. 255, 263, 262 N. W. 900; Kala- 
mazoo v. Kalamazoo Circuit Judge 
(1918) 200 Mich. 146, 157, 166 N. 
W. 998; Pond, Public Utilities, 
§§ 546, 548, 551. 

[11] The fact that the court may 
have had jurisdiction of the suit to 
determine the reasonableness of rates 
did not empower it to retain jurisdic- 
tion to determine whether rates to be 
promulgated in the future by the com- 
pany would be unreasonable; it could 
not determine whether the rates were 
reasonable, under the circumstances, 
because no rate schedule was in exist- 
ence. If it could be considered that 
the court retained jurisdiction of the 
case by virtue of the consent decree to 
determine rates to be promulgated in 
the future, it would result in ousting 
the Commission of all jurisdiction, 
where no franchise was in existence, 
even in case the city desired to make 
application to the Commission. This 
would be contrary to the intent of the 
legislature, in giving the Commission 


jurisdiction in such cases, over the 
rate charged by utility companies. 
[12-14] Municipal corporations 
can establish rates by contract and 
franchise but they have no legislative 
power to fix charges to be made by 
public utility companies. The primary 
authority to fix such rates is in the 
legislature. Niles v. Michigan Gas & 
E. Co. supra. The legislature may 
delegate such power to municipalities, 
but only in express terms or by neces- 
sary implication, and Art. 8, § 28, 
Const. 1908, does not provide for such 
a delegation of power to cities. Kala- 
mazoo v. Kalamazoo Circuit Judge, 
supra. The authority of municipali- 
ties over rates, resulting from § 28, 
is a wholly different power. Because 
of the control of its streets reserved 
to the city, it has the power to contract 
for rates. Such authority results not 
from a grant of power to legislate, but 
from a right of contract arising out 
of an implied power to fix reasonable 
rates by virtue of the reserved consti- 
tutional power of control of its streets. 
[15] “The exercise of this govern- 
mental legislative function, this at- 
tribute of sovereignty, must be dele- 
gated in express terms or by necessary 
implication. ‘In the absence 
of charter authority or other statutory 
or constitutional provisions delegating 
the power in express terms or by nec- 
essary implication, it is the rule that 
a municipal corporation has no power 
to fix by ordinance the price at which 
a gas company shall supply its consum- 
ers.’ The power to regulate 
as a governmental function, and the 
power to contract for the same end, 
are quite different things. One re- 
quires the consent only of the one 
body, the other the consent of two. 
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In this instance the city acted in the 
exercise of its power to contract, and 
it is therefore entitled to the benefits 
of its bargain.” Kalamazoo v. Kala- 
mazoo Circuit Judge, supra, 200 Mich. 
at pp. 157, 159. 

[16, 17] The only power to fix 
rates aside from contract is lodged by 
the legislature in the Public Utilities 
Commission, and it was stated on the 
hearing before the Commission by 
counsel for the city of Detroit: “We 
all acknowledge that the courts have 
no jurisdiction to make rates. We all 
acknowledge that the only rate-mak- 
ing body where jurisdiction exists is 
this body in the state of Michigan.” 

In McCollum v. Southern Bell 
Teleph. & Teleg. Co. (1931) 163 
Tenn. 277, P.U.R.1932A, 462, 464, 
43 S. W. (2d) 390, 391, it was held: 
“While the act does not ex- 
pressly state that the fixing of rates 
by the Public Utilities Commission is 
exclusive, such, in our opinion, was 
the legislative intent, and by the great 
weight of authority the courts do not 
have jurisdiction over such matters 
until they have been submitted to and 
passed upon by the Commission.” 

Also, see St. Clair v. Tamaqua & 
P. Electric R. Co. 259 Pa. 462, P.U.R. 
1918D, 229, 103 Atl. 287, 5 A.L.R. 
20; West v. United R. & Electric Co. 
155 Md. 572, P.U.R.1928D, 141, 142 
Atl. 870; Shreveport Laundries v. 
Southern Cities Distributing Co. 176 
La. 994, P.U.R.1933C, 491, 147 So. 
56; Purcell v. New York C. R. Co. 
(1934) 242 App. Div. 292, 275 N. Y. 
Supp. 70. 

In West New York v. Public 
Utility Comrs. 105 N. J. Eq. 438, 
P.U.R.1930B, 330, 333, 148 Atl. 402, 
404, the court said: “It is a well- 
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established rule of law in states where 
rates for public utilities are fixed and 
regulated by the legislature, or by spe- 
cial statutory agencies created by the 
legislature therefor, that the courts 
have no jurisdiction over rates as such, 
and unless some constitutional right or 
legal infirmity in proceedings by 
which a rate is fixed is involved, the 
courts have no jurisdiction or power 
to interfere with a rate which is, in 
fact, sanctioned by the legislature, or 
by a body created by the legislature— 
empowered to sanction same. That 
the fixing and regulation of rates for 
public utilities is clearly a legislative 
function has been well established in 
law. The court of chancery, under 


existing laws, has no _ jurisdiction 
whatever with respect thereto.” 

In Cadillac v. Citizens’ Teleph. Co. 
(1917) 195 Mich. 538, 161 N. W. 


989, where there was no contract be- 
tween the municipality and utility, it 
was held that there was no ground for 
assumption of jurisdiction by a court 
of equity; that original jurisdiction to 
determine the rates had been given to 
the Commission by the legislature and 
that if such court assumed jurisdiction 
before a determination by the Commis- 
sion, such action would be premature. 
In the instant case, the circuit court 
had no jurisdiction to fix or establish 
rates; and the consent decree did not 
preclude the Public Utility Commis- 
sion from taking jurisdiction. 
Consumers’ Power Co. v. Public 
Utilities Commission (1935) 270 
Mich. 213, 10 P.U.R.(N.S.) 48/, 
258 N. W. 250, upon which appel- 
lants rely as authority for the propo- 
sition that the Commission may not 
take jurisdiction of rates when such 
matters are pending before a court, 
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can be distinguished from the case 
before us. In that case, several con- 
sumers of gas had filed a bill in 
equity in the circuit court for Saginaw 
county to declare a rate agreement in- 
valid. The proceeding was removed 
to the Federal court. There was a 
contract in existence between the gas 
company and the municipality fixing 
specific rates to be charged for gas. 
The issue was as to whether the city 
was bound by the terms of the con- 
tract. While such suit was pending, 
the same consumers who had filed the 
bill, together with others, petitioned 
the Commission to fix reasonable 
rates. It must be apparent that the 
Commission could not fix rates, if 
there were a valid contract between 
the utility and the municipality; for 
the Commission has no jurisdiction 
where rates are fixed by a valid con- 
tract. This court, therefore, held that 


until the Federal court, having juris- 
diction of the case involving the valid- 
ity of the contract, decided whether 
its terms were binding upon the city, 
the proceedings before the Commis- 


sion should be held in abeyance. The 
principal upon which the case was de- 
cided is not applicable to the facts be- 
fore us. 

But it is contended by the city and 
the gas company, that where a fran- 
chise has expired, only a municipality 
has the right to petition the Commis- 
sion to fix the rates and charges; and 
that the petition in this case, having 
been brought by individual consumers, 
confers no jurisdiction upon the Com- 
mission. 

We are of the opinion, however, 
that this question is res adjudicata and 
that on the expiration of the franchise 
of the gas company, the Commission 
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had jurisdiction to fix charges, on the 
petition of a consumer. 

In Taylor v. Public Utilities Com- 
mission, 217 Mich. 400, 402, P.U.R. 
1922D, 198, 200, 186 N. W. 485, 487, 
this proposition was before the court, 
and resulted in an equally divided 
opinion. Mr. Justice Wiest held that 
the franchise of the utility company 
having expired, the Commission could 
only act upon petition by the munici- 
pality, and in the course of his opinion 
said: 

“The Michigan Public Utilities 

Commission is a creature of the stat- 
ute, has no inherent or common-law 
power, and its jurisdiction in any in- 
stance must affirmatively appear in the 
statute before it can be invoked or ex- 
ercised. “Expressio unius est exclusio 
alterius’ has been a long time legal 
maxim and a safe guide in the con- 
struction of statutes marking powers 
not in accordance with the common 
law. 
““No maxim of the law is of more 
general or uniform application, and it 
is never more applicable than in the 
construction and interpretation of 
statutes.” Broom’s Legal Maxims, p. 
663, cited in Whitehead v. Cape Hen- 
ry Syndicate (1906) 105 Va. 463, 54 
S. E. 306. 

“When what is expressed in a stat- 
ute is creative, and not in a proceed- 
ing according to the course of the 
common law, it is exclusive, and the 
power exists only to the extent plainly 
granted. Where a statute creates and 
regulates and prescribes the mode and 
names the parties granted right to in- 
voke its provisions, that mode must 
be followed, and none other, and such 
parties only may act. Lewis’ Suther- 
land, Statutory Construction [2d ed.] 
29 P.U.R.(N.S) 
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§§ 491-493. The provisions of this 
statute cannot be enlarged by impli- 
cation, as they expressly exclude any 
such intendment. The maxim ‘ex- 
pressum facit cessare tacitum’ is also 
of applicability here. This law desig- 
nates the actors, and when a law des- 
ignates the actors none others can 
come upon the stage. The words of 
the statute are restrictive, and the des- 
ignation therein of the municipality as 
the party to give the Commission ju- 
risdiction operates to the exclusion of 
plaintiff. The matter falls squarely 
within the provision of the statute 
granting the exclusive privilege to the 
municipality to petition the Commis- 
sion to fix the rates and charges in case 
the franchise of the company has ex- 
pired.” 

Chief Justice Fellows held, on the 
contrary, that the Commission had 
the power to act upon the petition filed 


by an individual consumer and said 
at p. 405 of 217 Mich.: “Primarily 
this legislation was brought about by 
the discriminatory rates, services, and 
practices of the carriers advantageous 


to favored shippers. But the powers 
of these Commissions have gradually 
been broadened to include general reg- 
ulation of public utilities. The history 
of this legislation shows, not a con- 
traction of the powers of the Com- 
missions, but an extension of them. 
The present Michigan Public Utilities 
Commission, created by Act 419, Pub- 
lic Acts 1919, took over all the pow- 
ers of the former Michigan Railroad 
Commission, except as otherwise pro- 
vided in the act creating it. It ex- 
tended the jurisdiction of the Com- 
mission to bring within its regulatory 
power gas heating and lighting com- 
panies. The former Michigan Rail- 
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road Commission, as to the utilities 
it regulated, was not limited in its ac. 
tion exclusively to cases brought be- 
fore it on complaint, but could act of 
its own motion. Sections 8130(e), 
8133(f), 6699, C. L. 1915. Taking 
into consideration the fact that there 
has been a continued broadening of 
the powers of the Commissions, in- 
cluding our own, it is difficult for me 
to conceive that it was the legislative 
intent to so circumscribe the power 
of the Commission as to prohibit it 
from acting under the facts disclosed 
by this record, except on the applica- 
tion of the municipality. In permit- 
ting the municipality to institute pro- 
ceedings, I do not conclude that it 
was the legislative intent to exclude 
all other proceedings. Such a con- 
struction would permit a gas heating 
and lighting company whose fran- 
chise had expired to operate at will 
without regulation as to rates, serv- 
ice, or discrimination unless the mu- 
nicipality petitioned the Commisson 
to take jurisdiction. I cannot feel that 
the language used in this act should 
be so construed, or that such was the 
legislative will.” 

The law, therefore, remained un- 
decided until Walker Bros. Catering 
Co. v. Detroit City Gas Co. 230 Mich. 
564, P.U.R.1925D, 366, 374, 203 N. 
W. 492, 495, in which certain individ- 
ual consumers of gas filed a bill to en- 
join the collection of rates, fixed by 
arbitrators, appointed by the munici- 
pality and the company. The city of 
Detroit was an intervening plaintiff 
in the suit. In speaking for the court, 
Mr. Justice Moore held that the ar- 
bitration agreement was void for the 
reason that it was a franchise, not ap- 
proved by three-fifths of the electo- 
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rate; but that inasmuch as there was 
no evidence of unreasonable rates, the 
gas company could not be enjoined, 
without a showing to this effect, say- 
ing: “In the instant case it is not 
shown that the rates it is sought to 
collect are unreasonable. If the city 
thinks they are, it can easily take the 
judgment of the Public Utilities Com- 
mission.” 

In a concurring opinion, Mr. Jus- 
tice Fellows referred to the fact that, 
because of an equal division in Taylor 
y. Public Utilities Commission, supra, 
there had been a failure to declare the 
law, with reference to the right of a 
consumer to petition the Commission 
to fix the rates; and that he thought 
that the court should hold in accord- 
ance with his opinion in the Taylor 
Case, that a consumer did have the 
right to bring such a proceeding. He, 
therefore, held that the dismissal of 
the bill should be without prejudice 
to the rights of consumers to apply 
to the Commission to fix rates to be 
charged. A majority of the court, 
including Justice Moore, held with 
such opinion. 

Mr. Justice Wiest concurring in the 
result, and speaking for the minority 
of the court, addressed his opinion to 
a dissent from the views of Mr. Jus- 
tice Fellows, and maintained that ju- 
tisdiction of the Commission was 
conditioned upon an application by the 
municipality, and that a petition by a 
consumer was not sufficient to give 
such jurisdiction. 

The result of the case was, that the 
court, having before it two opinions,— 
one that a consumer had the right to 
petition the Commission, and the oth- 
er, that only the municipality could 
petition,—decided that the Commis- 
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sion did secure jurisdiction on the 
application of a consumer; and fol- 
lowing such majority opinion, a de- 
cree was entered by the supreme court 
expressly reserving the right of a 
consumer to make application to the 
Commission, it being provided there- 
in that the decree of the circuit court 
be reversed “and the bill of complaint 
dismissed, but without prejudice to 
the rights of the plaintiffs or other 
consumers of gas or defendant to ap- 
ply to the Commission to fix rates to 
be charged.” 

Such a conclusion was drawn from 
the construction of the statute, 2 
Comp. Laws 1929, § 1108 et seq. 
(Chap. 208, § 22.3) which abolished 
the Railroad Commission, and pro- 
vided: “All the rights, powers, and 
duties now vested by law in said Rail- 
road Commission shall be deemed to 
be transferred to and vested in said 
Public Utilities Commission and shall 
be exercised and performed thereby, 
except as herein otherwise provided. 

. Said Utilities Commission shall 
have and exercise the same measure 
of jurisdiction in all respects as is 
now held and exercised by the Michi- 
gan Railroad Commission and 
wherever reference is made in such 
law to the ‘Commission’ or to the 
‘Michigan Railroad Commission,’ such 
reference shall be construed to mean 
the Public Utilities Commission here- 
in provided for.” 

It is further provided in 2 Comp. 
Laws 1929, § 11009: “In addition 
to the rights, powers, and duties vest- 
ed in and imposed on said Commis- 
sion by the preceding section, its ju- 
risdiction shall be deemed to extend 
to and include the control and regu- 
lation, including the fixing of rates 
29 P.U.R.(N.S.) 





MICHIGAN SUPREME COURT 


and charges of all public utilities with- 
in this state producing, transmitting, 
delivering, or furnishing gas for heat- 
ing or lighting purposes for the public 
use. Subject to the provisions of this 
act the said Commission shall have 
the same measure of authority with 
reference to such utilities as is granted 
and conferred with respect to rail- 
roads and railroad companies under 
the various provisions of the statutes 
creating the Michigan Railroad Com- 
mission and defining its powers and 
duties.” 

The Railroad Commission had pow- 
er to investigate rates either on its 
own motion or on petition of a con- 
sumer. 2 Comp. Laws 1929, § 11038. 
It would therefore appear that the 
Public Utilities Commission would 
have jurisdiction to investigate rates 
and determine them on petition of a 
consumer, since such Commission has 
the same measure of jurisdiction “in 
all respects as was formerly held and 
exercised by the Railroad Commis- 
sion, and whenever reference is made 
in such law in the Public Utility Act 
to the ‘Commission,’ or to the ‘Michi- 
gan Railroad Commission,’ the refer- 
ence is to be construed to mean the 
Public Utilities Commission.” Wheth- 
er the Commission has power to hear 
and determine rates on petition of 
consumer in the case of a gas utility 
is determined by the section which 
confers powers over such companies: 
“In addition to the rights, powers, and 
duties vested in said Com- 
mission by the preceding section . . . 
its jurisdiction shall be deemed to ex- 
tend to and include the control 
of all public utilities furnish- 
ing gas for the public use.” 
2 Comp. Laws 1929, § 11009. 
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It is important to observe that the 
statute provides that in addition to al] 
the powers the Commission has as 
successor to the former Railroad Com. 
mission, it is also given jurisdiction 
over gas utilities. The jurisdicton of 
the Puble Utilities Commission is then 
defined: “Subject to the provisions 
of this act the said Commission shall 
have the same measure of authority 
with reference to such utilities as jg 
granted and conferred with respect to 
railroads under the various 
provisions of the statutes creating the 
Michigan Railroad Commission and 
defining its powers and duties.” 2 
Comp. Laws 1929, § 11009. 

The Railroad Commission, how- 
ever, had power to investigate rates 
on petition of a consumer; and it 
would follow that the Public Utilities 
Commission has the same power in re- 
gard to gas utilities, unless something 
to the contrary appears in the statute. 

The statute further provides, how- 
ever: “In any case where a fran- 
chise under which a utility is, or has 
been, operated, including street rail- 
ways shall have heretofore expired or 
shall hereafter expire, the municipali- 
ty shall have the right to petition the 
Commission to fix the rates and 
charges of said utility in accordance 
with the provisions of this act 
and thereupon said Commission shall 
have full jurisdiction in the premises.” 
2 Comp. Laws 1929, § 11009. 

If, subject to the provisions of the 
act, the Public Utilities Commission 
has the same jurisdiction over gas 
utilities as the Railroad Commission 
had over railroads, and the Railroad 
Commission could fix rates on petition 
of a consumer, it cannot be held that 
the above provision of the statute, 
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providing that the municipality shall 
have the right to petition the Com- 
mission, excludes the right of a con- 
sumer to make application. Under 
the grant of the same large measure 
of jurisdiction to the Public Utilities 
Commission as was exercised former- 
ly by the Railroad Commission, in- 
duding the right to fix rates on peti- 
tion of a consumer, the mere expres- 
sion of the right of the municipality 
to petition cannot be deemed a prohi- 
bition of the right of all others to pe- 
tition. A consumer has this right un- 
less something to the contrary ap- 
pears; and it cannot be said that the 
above provision of the statute is an 
expression to the contrary. 

In the bill of complaint in the Walk- 
er Case, plaintiffs filed their bill as 
consumers alleging that on their peti- 
tion the Commission had jurisdiction 
over rates, on the expiration of the 
franchise. Defendant claimed that 
there would be such jurisdiction “if 
application to said Commission had 
been made by the city of Detroit.” 
In its opinion the trial court stated that 
it believed the supreme court should 
determine on appeal this question of 
whether a petition by a consumer gave 
jurisdiction to the Commission; and 
in the briefs of all the parties in 
the supreme court, this issue is dis- 
cussed. 

In 15 C. J. p. 940, it is said: “All 
the propositions assumed by the court 
to be within the case, and all questions 
presented and considered and delib- 
erately decided by the court leading 
up to the final conclusion, are as ef- 
fectually passed upon as the ultimate 
questions solved, and the judgment is 
authority upon all points assumed to 
be within the issues which the record 
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shows the court deliberately consid- 
ered and decided in reaching it.” 

In Hardin v. Hardin (1910) 26 S. 
D. 601, 129 N. W. 108, 110, plaintiff 
in his bill of complaint asked that 
certain property held by defendant was 
an asset of a joint enterprise in which 
the parties had engaged, and asked 
that such property be decreed to be 
held in trust by the defendant. The 
trial court entered a decree that “plain- 
tiff's complaint . . . be . 
dismissed, upon the merits, but with- 
out prejudice to the plaintiff's right 
to bring another action against the 
defendant.” Thereafter plaintiff 
brought such suit and on appeal it was 
held that the reservation in the decree, 
even if erroneous, was res adjudicata, 
and prevents “the raising of any ques- 
tion as to the right to bring or main- 
tain such subsequent suit.” See, also, 
Bodkin v. Arnold (1898) 45 W. Va. 
90, 30 S. E. 154; Newton v. Wade 
(1934) 239 App. Div. 742, 268 N. Y. 
Supp. 670. 

It is said in 34C. J. 797: “A judg- 
ment or decree which expressly ex- 
cepts or reserves from its operation 
specified rights or claims of the par- 
ties in suit, or the decisions of ques- 
tions in issue, or the right to take fur- 
ther proceedings in respect to certain 
matters, is not a bar to a subsequent 
action on the matters so reserved ; but 
on the contrary the reservation itself 
becomes res adjudicata, and prevents 
the raising of any question as to the 
right to bring or maintain such subse- 
quent suit.” 

[18,19] With regard to the ques- 
tion of whether the decision in the 
Walker Case, supra, as expressed in 
the opinion of Mr. Justice Fellows is 
decisive in the instant case, it has been 
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said that all that is necessary for a 
decision to be authoritative is to show 
application of the judicial mind to the 
subject. “When a court of last resort 
intentionally takes up, discusses, and 
decides a question germane to, though 
not necessarily decisive of, the contro- 
versy, such decision is not a dictum, 
but is a judicial act of the court which 
it will thereafter recognize as a bind- 
ing decision.” Chase v. American 
Cartage Co. (1922) 176 Wis. 235, 
238, 186 N. W. 598, 599. 

In Alexander v. Worthington 
(1854) 5 Md. 471, 488, it is said: 
“But where a question of general in- 
terest is supposed to be involved and 
is fully discussed and submitted by 
counsel, the court frequently decides 
the question with a view to settle the 
law, and it has never been supposed 
that a decision made under such cir- 
cumstances could be deprived of its 


authority by showing that it was not 


called for by the record. All 
that is necessary in Maryland to ren- 
der the decision of the court of ap- 
peals authoritative on any point de- 
cided, is to show that there was an 
application of the judicial mind to the 
precise question adjudged; and this 
we apprehend is the rule elsewhere.” 

It is true that the views of Justice 
Fellows were expressed in a separate 
concurring opinion. Views, however, 
expressed in separate concurring opin- 
ions are the views of the court, when 
it appears that the majority of the 
court concurred in such separately ex- 
pressed views. Anderson v. Sutton 
(1927) 316 Mo. 1058, 1065, 293 S. 
W. 770. It was stated by Mr. Justice 
Fellows that the court should declare 
the law on the point involved, obvi- 
ously, as a guide in future proceedings. 
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His opinion was devoted to this one 
question, and that of the dissenting 
opinion of Mr. Justice Wiest was con. 
fined to a dissent from this point. The 
majority of the court agreed that the 
law on this question should be de. 
clared, and held that a consumer had 
the right to petition the Commission 
to fix rates; and in the decree of the 
court, the right was expressly reserved 
to such consumer, or any consumer, 
to file a petition before the Commis- 
sion. 

It is difficult to understand the con- 
tention of appellants that this ques- 
tion was not decided in the Walker 
Case, supra. In three different opin- 
ions the only single point upon which 
there was any disagreement was 
whether the Commission secured ju- 
risdiction to fix rates on petition of a 
consumer. This issue was narrowly 
drawn, and the court disagreed on the 
point in question. The bill was not 
merely dismissed without prejudice, 
but in the majority opinion there was 
explicitly set forth the reservation of 
the consumers’ right to bring the mat- 
ter before the Commission by peti- 
tion. 

There is no question that the point 
was before the court; that the court 
intended to declare the rule of law for 
a guide in the future; that there was 
an application of the judicial mind 
to the proposition and a thorough con- 
sideration of the subject; and that 
the majority of the court concurred 
with the views of Mr. Justice Fel- 
lows with the clear intent and ex- 
pressed purpose of determining this 
issue. 

While there is an interesting dis- 
cussion in the briefs of counsel, with 
reference to the fact that the agree- 
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ment between the city and the gas 
company is a sliding scale, or service 
at cost plan and without going into 
the claimed merits and advantages of 
such proposition, it is sufficient to say 
that it is not pertinent to the issues 
here. No rates were provided in the 
agreement; it was only a plan in 
which the gas company could pro- 
mulgate a schedule of rates in the fu- 
ture. 

From the foregoing, it is our de- 
termination that: 

1. The agreement and franchise, 
contained in the consent decree not 
being revocable at the will of the city, 
was void for the reason that it was 
not approved by a three-fifths ma- 
jority of the electorate of the city of 
Detroit. 

2. The aforementioned agreement 


was invalid as a contract fixing rates 
on the expiration of the franchise, as 
no rates were provided therein. 

3. The circuit court of Wayne 
county had jurisdiction only to inquire 
into whether the rates charged were 
reasonable, and the matters in the de- 
cree, not being concerned therewith, 
were beyond its jurisdiction. 

4. On the expiration of a franchise 
to a gas company, where no contract 
exists with the municipality, a con- 
sumer has the right to petition the 
Public Utilities Commission to fix 
reasonable rates. 

The order of the Commission is 
affirmed, no costs being allowed as a 
public question is involved. 


Wiest, Bushnell, Sharpe, Potter. 
and Chandler, JJ., concur. 
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D. T. Orndoft 


Public Utilities Commission 


[No. 27449.] 
(— Ohio St. —, 21 N. E. (2d) 334.) 


Public utilities, § 49 — What constitutes — Wholesale gas producer. 


1. Under §§ 614—2 and 614~2a, General Code, an order of the Public Utili- 
ties Commission holding that a person is operating as a public utility will 
not be held unlawful or unreasonable where such person, as lessee of nine- 
teen leasehold estates, owns and operates thirty-nine gas wells and sells the 


natural gas therefrom to a gas com 
and sells such gas to consumers, p. 2 


pany which, as a public utility, distributes 


Public utilities, § 32 — Legislative declarations of status. 


2. Sections 614-2 and 614-2a, General Code, in defining and declaring such 
person in such business to be a public utility, are a valid exercise of legis- 


lative power, p. 222. 


[May 24, 1939.] 


Headnotes by the Court. 
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tines from Commission order holding that one supplying 
natural gas to natural gas company for resale is a public 
utility; affirmed. 


APPEARANCES: Flory & Flory, of 
Newark, for appellant; Thomas J. 
Herbert, Attorney General, and Ken- 
neth L, Sater, of Columbus, for appel- 
lee. 


Myers, J.: This is an appeal from 
an order of the Public Utilities Com- 
mission holding that D. T. Orndoff, 
appellant, engaged in the business of 
supplying natural gas to a natural gas 
company, is, by virtue of §§ 614-2 and 
614~2a, General Code, a public utility. 
The facts are not in dispute. The 


record reveals that appellant is the pro- 
ducer of natural gas from thirty-nine 
wells on nineteen leasehold estates, all 
of which gas is sold to The Ohio Fuel 
Gas Company, which sells and dis- 


tributes it to consumers. The busi- 
ness of appellant obviously comes 
within the definition of a natural gas 
company as defined by § 614-2 and 
therefore a public utility as defined by 
§ 614~2a, General Code. 

[1, 2] Appellant, however, contends 
that his business is not in fact a public 
utility and that under the Constitution 
the legislature cannot by “mere legis- 
lative fiat” make it a public utility. He 
contends that the statute as applied to 
his business is unconstitutional. In 
brief, the appellant contends that 
§§ 614-2 and 614-2a, General Code, 
in so far as they attempt to define and 
declare a business, such as appellant 
conducts, to be a public utility, are 
void and an unwarranted exercise of 
legislative power. 

Such contention of the appellant re- 
quires an examination of the charac- 
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ter of the product sold by him, as well 
as the character and extent of his busi- 
ness. Section 614-2, General Code, 
specifically excludes from the opera- 
tion of the statute situations where the 
gas is sold by the producer from wells 
drilled on land owned in fee by him. 
self or where the principal use of such 
land by such producer is other than 
the production of gas. Appellant does 
not come within these exceptions. 
The record reveals that he does not 
own the land in fee upon which the gas 
wells are drilled and that the principal 
use of the land by appellant is for the 
production of gas. The record re- 
veals that appellant is and has been for 
a number of years in the business of 
producing and selling gas to The Ohio 
Fuel Gas Company, which in turn sells 
and distributes such natural gas to 
consumers. We have for considera- 
tion, therefore, a situation where ap- 
pellant is in the business of producing 
and selling natural gas exclusively to 
another natural gas company which 
sells and distributes same to consum- 
ers. In the light of such facts, was 
the order of the Public Utilities Com- 
mission unlawful or unreasonable? 
Section 10 of Art. XII of the Con- 
stitution of Ohio is as_ follows: 
“Laws may be passed providing for 
excise and franchise taxes and for the 
imposition of taxes upon the produc- 
tion of coal, oil, gas, and other min- 
erals.” By such provision in the Con- 
stitution the people of Ohio recog- 
nized that the production of such 
minerals might be taxed as in the 
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judgment of the legislature the public 
welfare demanded. As the conditions 
and needs of society grow more com- 
plex it is recognized that essential 
products, like coal, oil, and gas, under 
certain conditions affect the public 
welfare, and, therefore, the public in- 
terest. It may, therefore, be said that 
where the production and sale of gas 
is affected with a public interest it is 
subject to regulation and control as a 
public utility. The history and growth 
of the natural gas industry has been 
such that certain individuals and ccr- 
porations gradually secured exclusive 
control of the sale of natural gas in 
certain communities. In the distribu- 
tion of such product it became neces- 
sary for such distributors to obtain 
certain franchises from political sub- 
divisions, none of which, however, is 
utilized by appellant in the instant 
case. All gas produced by appellant 
is sold and delivered at meters on the 
premises to one purchaser only. It is 
contended by Orndoff that since he 
does not transport the gas, since he 
does not hold himself out to the pub- 
lic generally as a producer of gas, and 
since he does not sell the gas to con- 
sumers directly, he is not and cannot be 
considered as a public utility. How- 
ever, the relationship existing between 
appellant and the public utility to 
which he sells his product is such that 
the public does have an interest there- 
in for the reason that the rate of pur- 
chase in such transaction directly af- 
fects the rate of purchase to the ulti- 
mate consumer. 

The public has an interest in the 
production and sale of natural gas for 
the reason that it is a product of na- 
ture, transitory and not necessarily 
confined to any one particular location 
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underground and to that extent a heri- 
tage to all mankind. There is not 
only a public interest in its production 
and sale generally, as a business, but 
also in its conservation for future gen- 
erations. Such public interest has been 
manifested and recognized for years 
in statutes forbidding the waste there- 
of by improper plugging of abandoned 
gas wells and other like measures to 
conserve the supply. Even though a 
person owns his own gas wells he may 
not deliberately waste the supply. Sec- 
tions 898-187, 898-188, 898-189, and 
6317, General Code. The public has 
an interest in natural gas as a product 
of nature, largely on account of the 
fact that underground it is not con- 
fined to any particular location but 
may underlie large regions of terri- 
tory involving many different surface 
properties or leases. 

Somewhat in the same manner that 
government is interested in the con- 
servation of gas in its natural state un- 
derground, so also is it interested in 
the production and sale of gas where 
the public interest is involved. Even 
as the forces of nature were primarily 
responsible for the production of nat- 
ural gas, so also is the public general- 
ly responsible for a market for the 
sale thereof. Especially is this true 
where the producer, as in the instant 
case, sells directly to the distributor. 
The rate to The Ohio Fuel Gas Com- 
pany directly affects the rate to the 
consumer. 

In this connection appellant refers 
to the case of Ohio Mining Co. v. Pub- 
lic Utilities Commission (1922) 106 
Ohio St. 138, P.U.R.1923E, 180, 140 
N. E. 143, as well as the case of South- 
ern Ohio Power Co. v. Public Utili- 
ties Commission (1924) 110 Ohio St. 
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246, 143 N. E. 700, 34 A.L.R. 171, 
in support of his contention that his 
business should not be considered a 
public utility. In answer to such con- 
tention it is pertinent to observe that 
§ 614-2, General Code, was amended 
in 1933, so as to include within the 
definition of a public utility any one 
“engaged in the business of supplying 
natural gas to gas companies or to 
natural gas companies within this 
state.” This provision is different in 
scope from the definition of an elec- 
tric light company in effect at the time 
the foregoing cases were decided. This 
same section, in defining an electric 
light company, reads as follows: “Any 
person or persons, firm or firms, co- 
partnership or voluntary association, 
joint stock association, company, or 
corporation, wherever organized or 
incorporated. When engaged 
in the business of supplying electricity 


for light, heat, or power purposes to 
consumers within this state, is an elec- 


tric light company.” When § 614-2, 
General Code, was amended in 1933 
in reference to natural gas companies, 
this provision with reference to an 
electric light company was not changed 
in any way. The distinction between 
these two definitions was no doubt 
based upon the fact that electricity is 
a man-made product while natural gas 
is a product of nature and its supply 
therefore somewhat limited. 


The underlying reasons for the 
amendment of the statute in reference 
to natural gas companies need no ex- 
tensive discussion. It is common 
knowledge that distributing companies 
like The Ohio Fuel Gas Company 
purchase natural gas from independ- 
ent producers like appellant. In order 
for the Public Utilities Commission 
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to have adequate information to pass 
upon rates to be charged by distribut- 
ing companies like The Ohio Fuel Gas 
Company, it is necessary to know the 
price or prices paid by such utilities to 
independent producers. To state that 
such information could be secured by 
subpeena and testimony in rate pro- 
ceedings is not a valid answer for the 
reason that government has learned 
that such proceedings, even with ac- 
cess to the reports of data which ap- 
pellant herein refused or failed to 
make, are tedious and sometimes un- 
duly delayed. Appellant is in the busi- 
ness of supplying natural gas to a util- 
ity that sells it to the public. His mar- 
ket is made possible by the ultimate 
consumer who is entitled to purchase at 
a fair and reasonable rate. Such fair 
and reasonable rate cannot be reason- 
ably and seasonably ascertained with- 
out reports, etc., from appellant and 
other like producers as required by law. 
In view of the foregoing considera- 
tions we are unable to say that the legis- 
lature exceeded its constitutional limi- 
tations when it enacted the particular 
provisions of §§ 614-2 and 614~2a, 
General Code, here involved. The con- 
stitutional question was also raised in 
the case of Industrial Gas Co. v. Pub- 
lic Utilities Commission (1939) 135 
Ohio St. 408, 29 P.U.R.(N.S.) 89, 
21 N. E. (2d) 166, Inasmuch as com- 
plainant there was found to be a pub- 
lic utility in fact, irrespective of the 
statutory definition involved, the con- 
stitutional question was not reached. 
There is nothing in the record to in- 
dicate how much gas is produced by 
appellant from the thirty-nine wells 
on the nineteen different leasehold es- 
tates and sold to The Ohio Fuel Gas 
Company. For aught that appears in 
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the record the thirty-nine wells might 
produce enough gas to serve an en- 
tire community. Much was said in 
oral argument about extreme illustra- 
tions of a producer having only one 
well or a thousand such wells. Suffice 
to say that we are not required at 
this time to review any other than the 
instant proceeding. Under § 544, 
General Code, this court is required to 
afirm the order of the Commission 
unless such order be found unlawful 
or unreasonable. We are unable to 
say that the instant order was either 
unlawful or unreasonable for, under 


the admitted facts, the Commission, 
by virtue of §§ 614-2 and 6142a, 
General Code, could not find other- 
wise than that appellant in his busi- 
ness was a public utility, and, there- 
fore, required to make the necessary 
reports, etc. Neither are we able to 
say that the statutes as applied to the 
business of appellant are not a valid 
exercise of legislative power. 

The order of the Public Utilities 
Commission will be affirmed. 

Order affirmed. 


Weygandt, C. J., and Zimmerman, 
Williams, and Matthias, JJ., concur. 





MISSOURI PUBLIC SERVICE COMMISSION 


Re United Utilities Corporation 


[Case No. 9705.] 


Electricity, § 8 — Wires and cables — Inductive interference. 


1. Care must be exercised in designing and operating the 4-wire neutral 
system of transmitting and distributing electric energy to prevent undue in- 
terference with the operation of near-by telephone and telegraph circuits 
paralleled or crossed by such lines, p. 226. 


Electricity, § 6 — Wires and cables — Transmission lines. 
2. Any authority granted to reconstruct an electric transmission and dis- 
tribution system should specify the minimum length of the pole to be used 
at any point in the system that will support conductors carrying energy at 


6,900 volts or higher, p. 227. 


Electricity, § 8 — Wires and cables — Inductive interference. 


3. An electric utility applying for authority to construct a 3-phase, 4-wire 
transmission and distribution system in lieu of a 3-phase, 3-wire system 
should be required to exercise greater care in the operation of the proposed 
system, in an effort to mitigate interference with other circuits, than is re- 
quired in the operation of 3-phase, 3-wire systems, p. 227. 


[June 12, 1939.] 


DF  abewions sng for authority to reconstruct electric transmis- 
sion and distribution system; granted. 
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By the Commission: This case is 
before the Commission upon the ap- 
plication of the United Utilities Cor- 
poration for authority to reconstruct 
its present electric transmission sys- 
tem and distribution systems for op- 
eration as, what is commonly referred, 
a 3-phase, 4-wire system in lieu 
of the present 3-phase, 3-wire sys- 
tem, and change the present voltages 
from 2,300 and 11,500 volts to 6,900 
and 11,500 volts. The applicant is a 
Missouri corporation with principal 
office at St. Joseph, Missouri, but en- 
gaged in the distribution and sale of 
electric current in the towns and com- 
munities known as Amazonia, Clarks- 
dale, Cosby, Fillmore, Forbes, Forest 
City, Helena, Maxwell Road, Noda- 
way, San Antonio, and Stewartsville. 
and rural areas adjacent thereto. 

This case was set and called for 


hearing on June 8, 1939, at which 
time all interested parties were given 
an opportunity to be heard, notice of 
said hearing having been given to all 
parties whose telephone, telegraph, or 
signal circuits might be affected by 


the proposed reconstruction and 
change. No one appeared in opposi- 
tion to the authority requested by the 
applicant herein, parties whose lines 
may be affected by the proposed con- 
struction having indicated in writing 
to the Commission that they waive 
notice of the hearing and have no ob- 
jections to the granting of the author- 
ity herein requested. The case was 
submitted upon the facts presented in 
the application. 

The applicant, a Missouri corpora- 
tion, operating as a public utility has 
heretofore secured authority from the 
Commission to construct, maintain, 
and operate the present transmission 
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system and distribution systems noy 
used to serve the aforesaid communi. 
ties. Under the present arrangement 
it transmits the electric energy to thes 
communities by what is commonly re. 
ferred to as 3-phase, 3-wire, 11,500. 
volt circuits, reducing it at each tow 
to the present distribution voltage of 
2,300 volts, with the exception of one 
town, Forest City, where use is mace 
of the distribution at 6,900 volts 
The applicant states that because of 
the cost involved and the financial con- 
dition of the corporation, it desires to 
make the change gradually over a pe. 
riod of approximately five years. It 
seeks authority to inaugurate and car- 
ry out such plan. The fourth wire to 
be installed will be used as what is con- 
monly termed a multigrounded nev- 
tral. Through the use of it under the 
plan proposed the applicant will trans- 
mit the current at 11,500 volts and 
without transformation be able to 
carry directly from the transmission 
line energy at 6,900 volts, there- 
by eliminating the substation trans- 
formers now used to secure current 
for distribution at 2,300 and 6,900 
volts. 

[1] It is commonly accepted among 
those versed in the art of transmis- 
sion and distribution of electric energy 
that certain economies may be gained 
in the cost of transmitting and dis 
tributing electric energy through use 
of the 4-wire netural as herein pro- 
posed, but it is also known that care 
must be exercised in designing and op- 
erating such system that undue inter- 
ference with the operation of near-by 
telephone and telegraph circuits paral- 
leled or crossed by such lines is not 
caused. We note that the waivers on 
the part of the telephone and telegraph 
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companies whose lines are in the 
vicinity of the transmission lines here- 
in involved show some concern as to 
what the operating results may be, but 
indicate a willingness for the applicant 
to carry out the program, with the un- 
derstanding that there will be codpera- 
tion on the part of the applicant with 
their representatives to see that undue 
interference is not caused or is miti- 
gated when it is caused. 

[2] We also note that the appli- 
cant has not indicated the length of 
poles it will use in the reconstruction 
of the transmission and distribution 
circuits. The Commission is of the 
opinion that any authority granted to 
reconstruct the system as proposed 
should specify the minimum length 
of the poles to be used at any point in 
the system that will support conduc- 
tors carrying energy at 6,900 volts or 
higher. The length of the poles should 


be not less than 30 feet. 

[3] The Commission is also of 
the opinion that the applicant should 
be obliged to exercise greater care in 
the operation of the proposed system 
and an effort to mitigate interference 
with other circuits, telephone or tele- 
graph, than is required in the opera- 
tion of systems of the present type, to 
avoid undue interference. It should 
exercise care in the construction of the 
system and keep itself properly in- 
formed at all times in the operation of 
the system to see that the phases are 
properly and well balanced, thereby 
reducing the amount of energy carried 
by the neutral circuit or lead the 
ground thereby to a minimum. 

With the information presented to 
the Commission in this matter, and 
with the restrictions we have indicat- 
ed herein, the authority requested by 
the applicant will be granted. 





PENNSYLVANIA PUBLIC UTILITY COMMISSION 


Re Duquesne Light Company 


[Application Docket No. 42224.] 


Consolidation, merger, and sale, § 68 — Presumption as to price. 


1. The consideration paid for electric facilities was presumptively agreed 
upon in arm’s length bargaining where the vendor and vendee of the facili- 


ties were unaffiliated, p. 229. 


Consolidation, merger, and sale, § 22 — Electric facilities — Isolated property. 
2. The absorption of small, “stub-end,” or isolated electric facilities by the 
larger electric utilities should be encouraged, particularly where the con- 
sumers served through such facilities would receive immediate substantial 
reductions in rates upon their transfer to the larger utilities, p, 229. 


Valuation, § 36 — Rate base — Original cost. 


Statement that the Commission, in regulating rates, must give consideration 
to the original cost of the facilities through which service is rendered, p. 
229. 
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Valuation, § 68 — Original cost — Purchase price distinguished, 


Distinction between original cost and the amount, unrelated to such origina 
cost, which a utility may have paid for the facilities based on the prosper. 
tive earning power thereof, or based on competitive bidding therefor, 


p. 229. 


[June 12, 1939.] 


en for rehearing on order approving agreement 
providing for the purchase of franchises and electrical 
facilities; order modified. 


By the Commission: By order 
dated January 24, 1938, we approved 
the proposed purchase by Duquesne 
Light Company from the borough of 
Aspinwall, Allegheny county, of cer- 
tain electric facilities and rights of 
said borough in the borough of Fox 
Chapel and in the township of O’ Hara, 
Allegheny county. Our approval’ was 
given subject to three conditions, the 
third condition being to the effect that 
Duquesne Light Company should 
charge to its Surplus Account the 
excess of the consideration payable 
for said facilities and rights over 
the depreciated original cost there- 
of. 

On February 23, 1938, Duquesne 
Light Company filed a petition for re- 
hearing, which reads in part as fol- 
lows: 

“7. That your petitioner is unwill- 
ing to proceed with the purchase of 
the property, franchises, and rights 
from the borough of Aspinwall and 
to charge a portion of the purchase 
price as set forth in said third condi- 
tion. 

“8. That your petitioner may be 
able to negotiate the purchase of said 
property at a price which your Honor- 
able Commission would be willing to 
be charged to the capital accounts of 
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your petitioner. 

“9, That your petitioner is unwill- 
ing to purchase the franchises, rights, 
and personal property at a price in ex- 
cess of that which your Honorable 
Commission will permit it to charge 
to its capital accounts. 

“Wherefore, your petitioner prays 
your Honorable Commission to issue 
an order reopening the matter for fur- 
ther consideration, to permit the strik- 
ing out of condition third of the re- 
port and order, or such other change, 
modification, or amendment as the 
development of the case may justi- 
fy, and to stay further proceedings 
to enable your petitioner to endeav- 
or to negotiate a supplemental agree- 
ment with the borough of Aspin- 
wall, reducing the consideration to 
be paid.” 

A rehearing was granted, and was 
first set for March 29, 1938, but was 
postponed from time to time, at the 
request of counsel for petitioner, to 
give petitioner time to negotiate a new 
agreement with the borough of Aspin- 
wall. The negotiations having ended 
in failure, the rehearing was held on 
September 20, 1938. Petitioner did 
not produce any evidence at the re 
hearing, but simply filed a formal writ- 
ten petition for leave to withdraw the 
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original application. The borough of 
Aspinwall did not enter an appearance 
at the rehearing. 

The condition in said order to which 
petitioner objects was imposed in an 
effort to safeguard the public interest, 
particularly in the matter of regulat- 
ing petitioner’s rates for service. In 
regulating rates we are required to 
give consideration to the original cost 
of the facilities through which service 
is rendered. We hold that original 
cost, in general, means the prudent 
original cost of facilities when first 
devoted to public service—not the 
amount, unrelated to such original 
cost, which a utility may have paid 
for the facilities based on the prospec- 
tive earning power thereof, or, what 
comes to the same thing, based on com- 
petitive bidding therefor. To base 
rates on a consideration which was 
based on the probable earning power 
of facilities for which the considera- 
tion was paid, would create a vicious 
rate-making circle. 


[1,2] Here, however, there was no 
competitive bidding for the facilities 


of the borough of Aspinwall. More- 
over, the proposed vendor and vendee 
of the facilities are unaffiliated, and 
therefore the consideration for the fa- 
cilities was, presumptively, agreed up- 
on in arm’s length bargaining. Fur- 
thermore, we think that the absorp- 
tion of small, “stub-end,” or isolated 
electric facilities by the larger electric 
utilities should be encouraged, partic- 
ularly where, as here, the consumers 
served through such facilities would 
receive immediate substantial reduc- 
tions in rates upon their transfer to 
the larger utilities. 

Accordingly, upon reconsideration 
of the matter, we conclude that said 
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third condition in our report and or- 
der of January 24, 1938, should be 
modified so as to enable the consum- 
ers of the borough of Aspinwall out- 
side of the borough to be transferred 
to petitioner, with a resultant saving 
to them in the cost of electric service. 
Counsel for petitioner has agreed in 
writing to a form of modification of 
said third condition which will con- 
form to the provisions of our Uni- 
form System of Accounts for Elec- 
tric Utilities and, at the same time, 
will adequately protect the future in- 
terests of the consumers of petitioner. 
In view of that agreement, the peti- 
tion for leave to withdraw the appli- 
cation will be dismissed, and said third 
condition will be appropriately amend- 
ed; therefore, 

Now, to wit, June 12, 1939, It is 
ordered: That the petition of Du- 
quesne Light Company for leave to 
withdraw its application for approval 
of an agreement with the borough of 
Aspinwall, Allegheny county, provid- 
ing for the purchase by the former 
from the latter of certain franchises 
and rights and electrical facilities in 
the borough of Fox Chapel and in the 
township of O’Hara, Allegheny coun- 
ty, and for approval of the beginning 
of the exercise of the rights to be ac- 
quired thereby, be and is hereby re- 
fused. 

It is further ordered: That the 
third condition in our report and or- 
der of January 24, 1938, in said pro- 
ceedings, which reads as follows: 

“Third: That Duquesne Light 
Company record in its accounts the 
purchase of said franchises and rights 
and electrical facilities, and each and 
every transaction and operation inci- 
dent thereto, in accordance with the 
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provisions of the Uniform System of 
Accounts for Electric Utilities pre- 
scribed by the Commission by General 
Order No. 37 effective January 1, 
1937, as amended, and that Duquesne 
Light Company charge or debit to ac- 
count No. 414, Miscellaneous Debits 
to Surplus, and concurrently credit to 
account No. 100.5, Electric Plant Ac- 
quisition Adjustments, the amount 
which shall have been charged or deb- 
ited to said account No. 100.5, Electric 
Plant Acquisition Adjustments, after 
so much of said electrical facilities as 
may not be used by or useful to Du- 
quesne Light Company shall have been 
removed, and after the remaining 
used or useful electrical facilities shall 
have been integrated with the existing 
electrical facilities of Duquesne Light 
Company,” be and is hereby changed, 
modified, and amended to read as 
follows: 


“Third: That Duquesne Light Com. 
pany record in its accounts the pur- 
chase of said franchises and rights and 
electrical facilities, and each and ey- 
ery transaction and operation incident 
thereto, in accordance with the pro. 
visions of the Uniform System of Ac- 
counts for Electric Utilities prescribed 
by the Commission by General Order 
No. 37, effective January 1, 1937, as 
amended, and that any amount charge. 
able to account No. 100.5, Electric 
Plant Acquisition Adjustments, be 
amortized, over a period of time not 
longer than the estimated average re- 
maining life of said facilities, by 
charges to Account No. 505, Amorti- 
zation of Electric Plant Acquisition 
Adjustments; provided, that such ac- 
counting shall not be binding upon ei- 
ther the Commission or Duquesne 
Light Company in rate-making or 
other regulatory proceedings.” 








WISCONSIN PUBLIC SERVICE COMMISSION 


Re Hudson Prairie Telephone Company 


[2-U-1450.] 


Expenses, § 118 — Uncollectible bills. 


1. A deduction for uncollectible accounts of a telephone company should 
not exceed an average of about 2 per cent of total billings, p. 231. 
Valuation, § 90 — Undepreciated plant value — Absence of reserves. 
* 2. An undepreciated plant value together with a depreciation allowance 
computed on a sinking-fund basis might be used in arriving at a reasonable 
schedule of rates where the company has made no provision for depreciation 


reserve or expense, p. 231. 


Rates, § 131 — Effect of poor service — Conditional rate increase. 
3. An increase in telephone rates should be contingent upon submission of 
proof by the company that it has made necessary replacements and improve: 
ments to supply satisfactory service where a general reconditioning of the 
company’s operating property is necessary, p. 232. 
[June 14, 1939.] 


29 P.U.R.(N.S.) 
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RE HUDSON PRAIRIE TELEPHONE CO. 


| igiaripsiail for authority to increase telephone rates; grant- 


ed on condition. 


By the Commission: The Hudson 
Prairie Telephone Company on March 
22, 1939, applied for authority to in- 
crease its rates for rural residence 
multiparty service from $1.75 gross, 
$1.50 net, to $2.25 gross, $2 net per 
month. 

Hearing: April 19, 1939, at Hud- 
son, before Examiner C. V. Olson. 

APPEARANCES: Hudson Prairie 
Telephone Company, by Earl Holden, 
President, Hudson, and Mrs. Agnes 
Clark, Secretary-treasurer, Hudson; 
subscribers of The Hudson Prairie 
Telephone Co. by Mrs. R. H. Boody, 
Hudson. 

The Hudson Prairie Telephone 
Company’s present rates on file with 
the Commission are as follows: 


Per month 
Gross Net 


Rural business—2-or 3-party $3.75 $3.50 
Rural business—multiparty -.. 2.75 2.50 
Rural residence—2-or 3-party 3.25 3.00 
Rural residence—multiparty .. 1.75 1.50 

The company desires an increase 
only in its rate for rural residence 
multiparty service from $1.50 to $2 
net. The testimony indicates that 
the company has forty-six subscribers 
and that forty-three of these will be 
affected by the proposed rate increase. 
The proposed increase will yield the 


bills. The company prior to 1936 did 
not follow a practice of writing off 
accounts uncollectible and as a result 
rather sizable amounts have been 
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written off in the last three years. 
Based on the experience of other com- 
panies, our belief is that the amount 
for 1938 is excessive and should be 
adjusted. We should expect that a 
deduction for uncollectibles should not 
exceed an average of about 2 per cent 
of total billings. 


The expense reported for labor and 
supplies in 1938 was $288.67. This 
is somewhat lower than the average of 
such expenses for this company. Dur- 
ing the years 1932 to 1938, inclusive, 
the company had six lines and report- 
ed approximately the same number of 
subscribers. The average expense for 
labor and supplies during this period 
was $372 a year. 

[2] No provision for depreciation 
reserve or expense has been made by 
the company. In the absence of such 
accounting procedure, an undepreciat- 
ed plant value together with a depre- 
ciation allowance computed on a sink- 
ing-fund basis might be used in arriv- 
ing at a reasonable schedule of rates. 

The normal operating costs of the 
company, including switching ex- 
pense, taxes, and an allowance for un- 
collectible bills, can be considered as 
being approximately $850 per year. 
On the basis of reported value of 
property and plant a reasonable al- 
lowance for depreciation and return 
would be approximately $355, mak- 
ing total operating costs of about 
$1,205 a year. Revenues from the 
rates proposed would be about $1,140 
a year. We are of the opinion that 
from a financial point of view the 
rates proposed would not yield reve- 
29 P.U.R.(N.S.) 





nues in excess of a reasonable rate of 
return. 

[8] At the hearing a petition was 
submitted by twenty subscribers ob- 
jecting to the increase in rates because 
of the poor condition of the company’s 
lines and service. The president of 
the company likewise admitted that 
some replacements and repairs are 
necessary and that the increase in 
rates is not requested with the inten- 
tion of keeping the lines in their pres- 
ent condition. 

We feel that the telephone subscrib- 
ers should not be expected to pay the 
increased rates if adequate and satis- 
factory service is not supplied by the 
company and that the increase should 
be contingent upon submission of 
proof by the company that it has made 
the necessary replacements and im- 
provements to supply satisfactory 
service consistent with the standards 
established by the Commission. 

A general reconditioning of the 
company’s operating property should 
be made prior to the inauguration of 
the proposed rate with particular at- 
tention to the following items: (1) 
Replacement of broken poles; (2) 
pulling of slack in lines; (3) proper 
trimming of trees and freeing of lines 
from possible grounds; (4) replace- 
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ment of insulators, pins, brackets, or 
cross arms when necessary ; (5) elimi- 
nation of high resistance joints on 
wires; (6) replacement of wire where 
improved transmission is necessary: 
(7) proper transposition and insula- 
tion of wires with reference to elec- 
tric lines; (8) proper connection of 
subscribers’ stations with lines; (9) 
replacement of weak batteries; (10) 
prompt attention to reports of trouble. 
Finding 

The Commission finds: 1. That 
the present rural residence multiparty 
service rate of the Hudson Prairie 
Telephone Company is inadequate in 
that it fails to compensate said com- 
pany reasonably for the cost of ren- 
dering reasonably adequate service 
and that the rate hereinafter prescribed 
is just and reasonable. 

2. That some of the subscribers of 
the Hudson Prairie Telephone Com- 
pany are not receiving adequate serv- 
ice by reason of the poor condition of 
its plant, and that before applying the 
increased rate herein ordered proof 
should be submitted not later than 
August 1, 1939, to the Commission 
by the company of the satisfactory 
condition of its operating properties 
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(10) [Application Docket No. 56293.] 


ouble, Monopoly and competition, § 2 — Public policy. 





1. Duplication of facilities of public utilities is unnecessary and unwarrant- 
ed although individual cases may arise where duplication of facilities may be 


That desirable in the public interest, p. 235. 

iparty Monopoly and competition, § 85 — Modification of boundary line — Telephone 
 rairie companies — Objection of subscriber. 

ate in 2. A modification of a boundary line between telephone exchanges agreed 
| com- upon by the companies involved should be accepted notwithstanding an ob- 
f ren- jection by a subscriber of one of the companies (unwilling to serve in ter- 
service ritory of another company) based upon his desire to obtain service from 
wetland both companies, where it is impractical to modify the line with respect to 


him since other subscribers to the exchange from which he would obtain 
service are located beyond his premises, p. 235. 


— [June 20, 1939.] 

» Serv- A= by telephone companies for approval of property 

ion of transfer; granted. 

ng the 

prod! By the Commission: This is a_ ice generally throughout the common- 


. i joint application by The Bell Tele- 
phone Company of Pennsylvania, 
hereinafter referred to as “Bell Com- 
pany,” and Thomas C. West et al., 
trading as Harlansburg Telephone 
Company, hereinafter referred to as 
“Harlansburg Company,” for a cer- 
tificate of public convenience, evi- 
dencing the Commission’s approval of 
the acquisition by Bell Company of 
all the telephone plant facilities of 
Harlansburg Company located in the 
townships of Hickory and Scott, Law- 
rence county. 

Bell Company is a Pennsylvania 
corporation, and is engaged in fur- 
ishing telephone and telegraph serv- 
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wealth of Pennsylvania. 

Harlansburg Company is a part- 
nership engaged in furnishing tele- 
phone service in the townships of 
Hickory and Scott, Lawrence county. 
It has no physical exchange of its own, 
and is presently supplying service to 
sixty-eight subscribers through a 
physical connection with the New 
Castle exchange of the Bell Company. 
The undepreciated book cost of Har- 
lansburg Company’s property is $2,- 
910. Bell Company has estimated 
the reproduction cost new to be $14,- 
087.27 and the estimated reproduction 
cost new less depreciation to be 
$2818.02, of which amount $1,203.06 
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is to be retained in service by Bell 
Company. The estimated cost to Bell 
Company of plant rehabilitation and 
removal of deteriorated plant is $27,- 
474. Bell Company will pay a con- 
sideration of $590 for said property, 
and has incurred $729.76 of appraisal 
expense in connection with the acqui- 
sition thereof, making a total acquisi- 
tion cost of $1,319.76, at which figure 
the Bell Company will record the 
property in its telephone plant ac- 
counts. 

Testimony at the hearing indicates 
that the plant facilities to be acquired 
are in poor condition, and in need of 
immediate rehabilitation. Harlansburg 
Company is not in a financial condi- 
tion to rebuild the facilities and main- 
tain satisfactory service. The testi- 
mony further indicates that service is 
being furnished to the residents of 
this area by magneto equipment. Bell 
Company intends to replace the mag- 
neto equipment with modern common 
battery equipment, which will result 
in an improved service generally. A 
witness for the applicants testified that 
Harlansburg Company has no regu- 
lar maintenance force, which undoubt- 
edly has resulted in the present de- 
teriorated condition of the plant and 
unsatisfactory service rendered by said 
company. Bell Company is willing to 
assume the obligation of rebuilding 
the entire plant to provide an adequate 
telephone service, and states that the 
service will be immeasurably improved 
if given directly by Bell Company 
from its New Castle exchange rather 
than under the present arrangement. 

Following is a comparison of Iccal 
service rates presently in effect by ap- 
plicants for New Castle exchange 
service: 


29 P.U.R.(N.S.) 
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Harlansburg Co. Bell Co, 


Individual residence ... $7.50 $3.00 
Individual business .... 7.50 6.00 
Two-party residence ... 3.333 2.50 
Two-party business ... 3.334 5.00 
Four-party residence ..... 2.10 
Multi-party residence .. 2.00 2.10 
Multi-party business ... 2.00 450 


The above tabulation shows that 
there are to be increases and decreases 
in rates to present subscribers of Har- 
lansburg Company. Sixty-four of the 
sixty-eight subscribers are receiving 
multi-party residence service and will 
experience a monthly increase of 10 
cents in local service charges. Three 
of the remaining four subscribers 
have multi-party business and one 
has individual line business service. 
Practically all subscribers are stock- 
holders in the company, and have 
agreed to the sale of its property. 

The record shows that Harlans- 
burg Company is presently serving 
four subscribers whose premises are 
located in territory allocated to Plain 
Grove Telephone Company. Two of 
said subscribers are served exclusively 
by Harlansburg Company, and two 
are served both by Harlansburg Com- 
pany from the New Castle exchange 
of Bell Company and by Plain Grove 
Telephone Company from its Plain 
Grove exchange. Applicant’s witness 
testified it is not Bell Company’s prac- 
tice to furnish exchange service in 
territory served by another operating 
telephone company, for the reason that 
dual telephone service in a community 
is undesirable and duplication of plant 
facilities is wasteful and not in the 
public interest. Protests were entered 
by the four affected subscribers who 
testified that they desire to continue 
receiving service through the New 
Castle exchange. 

Protestants do not object to Bell 
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Company’s acquisition of the prop- 
erty, but they do object to any action 
on the part of the applicants which will 
deprive them of local service through 
the New Castle exchange. Counsel 
for Bell Company stated that negotia- 
tions would be entered into with Plain 
Grove Telephone Company in an ef- 
fort to rearrange existing territorial 
boundaries to include protestants in 
the New Castle exchange area. The 
record remained open pending Bell 
Company’s report to the Commission 
as to the results of these negotiations. 
[1, 2] Subsequent to the hearing 
we were advised that Plain Grove Tele- 
phone Company is ready and willing 
to modify its existing agreement with 
Bell Company to exclude from its ter- 
ritory three of the four protestants, 
thus eliminating the basis for their 
protests. It will not agree, however, 
to exclude the remaining protestant, 
for the reason that it serves other sub- 
scribers between the present boundary 
of the New Castle exchange area and 
protestant’s premises. Said protestant 
is presently subscribing to the services 
of Harlansburg Company and Plain 
Grove Telephone Company, and tes- 
tified at the hearing that he desired 
to continue both services to relieve 
him from the payment of a toll charge 
presently in effect between the New 
Castle and Plain Grove exchanges. 
The general policy of this Commis- 
sion with respect to duplication of fa- 
cilities of public utilities is that it is 
unnecessary and unwarranted. In 
carrying out this policy we realize 
that individual cases may arise where 
duplication of facilities may be desir- 
able in the public interest. In the 


present instance the companies have 
agreed to a modification of territorial 
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line with respect to three of the prot- 
estants, and it is stated to be imprac- 
ticable to modify the line with respect 
to the fourth protestant since other 
subscribers of the Plain Grove Com- 
pany are located beyond that protes- 
tant’s premises. We will, therefore, 
accept the agreed-upon modification. 

The additional area to be served by 
Bell Company covers the section of 
Scott township, Lawrence county, be- 
ginning at a point on the existing New 
Castle exchange boundary, known as 
Cooper school, thence one-half mile 
due north to the Washington-Scott 
township line, thence due west to the 
eastern boundary of the New Castle 
exchange. 

Upon full consideration of the mat- 
ters and things involved, we are of 
the opinion that the acquisition of the 
plant of Harlansburg Company by 
Bell Company will result in an im- 
proved telephone service and is, there- 
fore, necessary or proper for the serv- 
ice, accommodation, convenience, or 
safety of the public; therefore. 

Now, to wit, June 20, 1939, it is 
ordered as follows: 

1. That the sale of all the property 
and rights of Thomas C. West et al., 
trading as Harlansburg Telephone 
Company, to The Bell Telephone Com- 
pany of Pennsylvania, in accordance 
with an agreement dated December 12, 
1938, be and is hereby approved, sub- 
ject to the following conditions: 

“1. That the approval hereby given 
is not to be understood as including 
approval of any rates The Bell Tele- 
phone Company of Pennsylvania may 
apply to the present subscribers of 
Harlansburg Telephone Company. 

“2. That the approval hereby given 
is not to be understood as requiring 
29 P.U.R.(N.S.) 
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the Commission, in any proceedings pany of Pennsylvania record the pur- 
that may be brought before it for any chase of said property in its accounts 
purpose, to fix a valuation on said in the manner and form required by 
property and rights equal to the the Uniform System of Accounts for 
amount of the consideration to be Telephone Companies prescribed by 
paid therefor by The Bell Telephone the Federal Communications Commis- 
Company of Pennsylvania, or to ap- sion and the Pennsylvania Public Util- 
prove or prescribe rates sufficient to ity Commission.” 

yield a return on said considera- 2. That a certificate of public con- 
tion. venience issue evidencing the approval 

“3. That The Bell Telephone Com- of the Commission as aforesaid. 





MISSOURI PUBLIC SERVICE COMMISSION 


Re St. Louis Public Service Company 


[Case No. 9732.] 


Corporations, § 22 — Reorganization plan — Factors affecting approval. 
1. Consideration of whether a reorganization plan should be approved or 
disapproved should turn on the answers to the questions (1) is the present 
fair value of the property sufficient to warrant the issuance of the pro- 
posed securities; (2) is the plan feasible; (3) does the plan provide equita- 
ee to the creditors and the security holders of the company, 
p. 243. 


Corporations, § 22 — Reorganization plan — Fairness. 


2. The right of a class of security holders to participate in a plan of re- 
organization should depend upon whether the value of the property shows 
the existence of an equity for them, and where there is no equity for a 
particular class, holders of securities of that class should not be accorded 
participation unless they make a fresh contribution to the business in money 
or equivalent, p. 246. 


Corporations, § 22 — Reorganization plan — Commission approval. 


3. The public interest will be served by placing in effect a plan for reor- 
ganization of transit company property when it involves the purchase of 
new equipment that is sorely needed and provides for the rehabilitation of 
the company’s properties, permits all the security holders to participate in 
proportion to their equities and claims, and provides for sufficient net in- 
come as now determined to take care of the company’s obligations and 
leave something for contingent requirements, p. 247. 


[June 27, 1939.] 
F  bieoneigen for approval of reorganization plan and for 


other relief; reorganization plan approved and issuance 
of securities authorized. 


29 P.U.R.(N.S.) 236 





RE ST. LOUIS PUBLIC SERVICE CO. 


By the Commission: This case 
is before the Commission on an 
application filed by W. Linn Hem- 
ingway, James H. Grover, Tom 
K. Smith, I. W. Kurtz, Craig Mac- 
Quaid, and Walter W. Smith as a 
reorganization committee, and Hen- 
ry W. Kiel, trustee, St. Louis Public 
Service Company, debtor, acting pur- 
suant to an order entered May 16, 
1939, by the United States district 
court for the eastern division of the 
eastern judicial district of Missouri 
in Case No. 7651 therein pending, be- 
ing a proceeding for a reorganization 
of St. Louis Public Service Company. 

The petitioners seek the approval 
of this Commission of a plan of re- 
organization dated December 15, 


1938, and authority to consummate 
said plan by the payment of cash and 
the issuance of the securities as speci- 


fied therein, in liquidation of the pres- 
ently outstanding obligations of the 
St. Louis Public Service Company, 
provided that the consent of two- 
thirds of all the creditors and a ma- 
jority each of the preferred and com- 
mon stockholders of the said St. Louis 
Public Service Company is obtained, 
and with the further provision that 
the said plan be confirmed by a decree 
of the United States district court 
for the eastern division of Missouri, 
and for such other and further relief 
as may be justified. 

The plan of reorganization dated 
December 15, 1938, hereinafter re- 
ferred to as the plan, was formulated 
after extensive negotiations by and 
between the Bondholders’ Protective 
Committees representing the various 
outstanding security holders and hold- 
ers of claims of the company. 

The plan was proposed at a hearing 
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held in Division No. 1 of the district 


‘court of the United States for the 


eastern division of the eastern judi- 
cial district of Missouri, hereinafter 
referred to as the court, on April 20, 
1939. On May 16, 1939, the court en- 
tered its preliminary order finding the 
plan, among other things, to be fair, 
equitable, and feasible, and ordering 
its submission to this Commission for 
approval and for its authorization of 
the issuance of the securities provided 
to be issued in the plan. 

The plan is now before the Com- 
mission pursuant to §§ 5178 and 5183, 
R. S. of Missouri 1929, which provide 
that reorganizations of street railroad 
corporations are subject to the super- 
vision and control of the Commission, 
and the issuance of stocks and bonds 
require approval of the Commission. 

Under the provisions of § 77-B of 
the act of Congress relating to bank- 
ruptcy, as amended, that law provides 
that a reorganization shall not be con- 
summated until a plan of reorganiza- 
tion has been submitted, confirmed, 
and approved by the Commission with 
respect to the public interest therein 
and the fairness thereof, but the court 
must be satisfied that such proper au- 
thorization, approval, and consent has 
been obtained from the Commission 
as required by the laws of Missouri. 

A hearing on the application was 
held in Jefferson City, Missouri, on 
June 19, 1939, at which time all in- 
terested parties were given an oppor- 
tunity to be heard. Evidence was in- 
troduced, and testimony offered con- 
cerning the fairness, equities, and 
feasibility of the plan, the financial 
condition of the St. Louis Public Serv- 
ice Company, the value of its proper- 
ties, and other relevant matters. 

29 P.U.R.(N.S.) 
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The case was heard by the entire 
Commission. The appearances at the 
hearing follow: For Henry W. Kiel, 
trustee, St. Louis Public Service 
Company, T. E. Francis, Sr., and T. 
FE. Francis, Jr.; for Reorganization 
Committee of St. Louis Public Service 
Company, Rhodes E. Cave, Geo. W. 
Simpkins, and Guy A. Thompson; for 
city of St. Louis, Harold C. Hanke; 
for the Commission, James H. Lin- 
ton. 


The St. Louis Public Service Com- 
pany, herein referred to as the com- 
pany, is a Missouri corporation with 
principal offices in St. Louis, Missouri. 
The company has two active subsidi- 
aries; the Peoples Motor Bus Com- 
pany of St. Louis, herein referred to 
as Peoples, and the Florissant Con- 
struction, Real Estate and Investment 
Company, herein referred to as Floris- 
sant. The company owns and oper- 
ates, either directly, or through the 
Peoples, the street railway system and 
substantially all of the motor bus 
transportation system serving the city 
of St. Louis and various municipali- 
ties in St. Louis county. The terri- 
tory served has an area of approxi- 
mately 110 square miles with an esti- 
mated population of approximately 1,- 
000,000. This territory is firmly 
established and constitutes the largest 
metropolitan area in Missouri. 

On October 1, 1938, the company 
owned in St. Louis and St. Louis coun- 
ty, 412 miles of track of which ap- 
proximately 379 miles were being op- 
erated. It owned 1,234 passenger 
railway cars and trailers, of which 
641 cars were required to operate its 
schedules, and 809 cars were actively 
maintained. The bus mileage of the 
company, and the Peoples, had a total 
29 P.U.R.(N.S.) 


round trip bus route mileage of ap. 
proximately 271 miles. The company 
and the Peoples combined, owned 480 
passenger busses, of which 393 were 
operated. 

The history of the company dates 
back to 1927 when it was organized 
pursuant to a plan of reorganization 
under which it acquired the properties 
of United Railways Company of St. 
Louis and affiliated and subsidiary 
companies. These properties, some- 
time prior to 1927, had been operat- 
ed under a Federal equity receiver- 
ship. 

The gross revenues of the company 
since 1930, show a severe decline from 
street railway operations. Since April 
15, 1933, the properties of the com- § 
pany were operated under Henry W. 
Kiel, as receiver, and since June 15, 
1934, by him as trustee. He was ap- 
pointed by the court in proceedings 
for reorganization under § 77-B of 
the Amended Bankruptcy Act. 

In 1933 the receiver acquired all of | 
the capital stock of Peoples, and the 
gross revenues from the street railway 
and bus operations have increased 4 
per cent over 1933. 

During the past ten years, the rec- 
ord of the company reflects, to a large 
extent, the subversive factors in the 
street railway business. The competi- 
tion of private cars, as well as service 
cars, has been conducive to a decline 
in the use of the method of transpor- 
tation. Coupled with this, the de- 
pressed business conditions, with large 
shutdowns of plants, of which St. 
Louis has had its proportion, have 
been the contributing causes for the 
decline in gross revenues of this com- 
pany. : 

In the face of this situation certain 
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nonrevenue producing lines have been 
abandoned, and the increase in bus op- 
erations has been to some extent an 
offsetting factor in the loss in railway 
revenues. 


The Plan of Reorganization 


The proposed plan contemplates the 
reorganization of the present compa- 
ny, and the acquisition of the property 
rights of the Peoples. The outstand- 
ing securities, also those pledged as 
collateral, and the claims against the 
company, will be surrendered by the 
holders thereof in exchange for cash 
and new securities. The details of 
such exchanges will be particularized 
presently. 

The wholly owned Peoples will be 
dissolved and all of its assets will be 
acquired by the reorganized compa- 
ny upon the payment or assumption of 
its debts. Likewise, certain property 
of Florissant will be acquired. 

The management of the reorganized 
company will be vested in a board of di- 
rectors consisting of eleven members. 
The Reorganization Committee will 
file a list of directors to be approved 
by the court after confirmation of the 
plan. The new directors will hold 
office until the annual meeting of 
stockholders in March, 1940. 

The paramount objectives of the 
plan may be summarized as follows: 
(1) The reduction of the outstanding 
capital stock and long-term debt, and 
the attendant fixed charges, to an 
amount commensurable with income; 
(2) a segregation of a portion of 
earnings to be used for capital im- 
provements and the retirement of out- 
standing bonds, and (3) the consol- 
idation of the bus and railway proper- 
ties under one corporate entity. 
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The present outstanding capital 
liabilities of the company in the hands 
of the public follow: 


United Railways Company of 
St. Louis first general mort- 
gage 4% gold bonds 

City and Suburban Public Serv- 
ice Company first mortgage 
sinking-fund gold bonds, 5% 
Series “A” 

St. Louis Public Service Com- 
pany five-year 6% convertible 
gold notes 


$17,894,000.00 


3,263,000.00 


Total funded debt 


$23,605,875.00 


(The foregoing eo debt 
matured July 1, 1934.) 
6% collateral bank loan 


$7 cumulative preferred stock 
no par value, stated value 
$100 per share, 70,848 shares, 
stated value 
(The last dividend on the 7% 
cumulative preferred stock 
was paid on October 1, 1930) 

Common stock of no par value, 
343,6208 shares, stated value, 
$30 per share 


$9,259,653.53 


7,084,800.00 


10,308,625.00 
Total securities outstanding $50,258,953.53 


In addition to the $17,894,000 of 
United Railways Company of St- 
Louis, first general mortgage 4 per 
cent gold bonds outstanding in the 
hands of the public, $16,626,000 of 
these bonds are pledged as collateral 
to the 6 per cent collateral bank loan 
of $9,259,653.53. 

The capitalization and funded in- 
debtedness of the company, after giv- 
ing effect to the proposed plan, will be 
as follows: 

Capital stock—94,128 shares .. 
First mortgage 5% bonds .... 
Convertible 4% income bonds 
Collateral trust 4% notes (se- 

cured by $6,160,950 converti- 


ble 4% income bonds, and 
$33,252 of Class “B” stock) 


$94,128.00 
13,199,000.00 
9,697,401.55 


4,200,655.00 
$27,191,184.55 


A comparative summary of the cor- 
porate structures before and after the 
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consummation of the reorganization, 
and on a par value basis follows: 


Funded Debt and Capitalization Now 


Existing 
Pounded ebb. 6 os ssi csweecssue $23,605,875.00 
ON ae I Reb are aoe 9,259,653.53 
Cee SNE 5s es co cases 17,393,425.00 
SRN es woe lhe a cial ale Hata $50,258,953.53 


Funded Debt and Capitalization Giving 
Effect to Proposed Plan 


Funded debt bearing fixed in- 


Or RRR RRSP e a ea eiicre fr nage $13,199,000.00 
Funded debt bearing contingent 
ROUIMNE oe Sac ctauns Capea. 13,898,056.55 
SOD MOORE ss weiceoaweendace 94,128.00 
MONE « s sisbecclech ceebes ee s6 $27,191,184.55 


New Securities 


The mortgages and other documen- 
tary evidence filed in this case are quite 
voluminous. Only the salient fea- 
tures, which give a comprehensive un- 
derstanding of the terms under which 
the securities shall be issued as stated 
in the plan, and the indenture of mort- 
gages and stock certificates, will be 
considered herein. 


First Mortgage 5 per cent Bonds 


These bonds will be outstanding in 
the principal amount of $13,199,000, 
and will be dated March 1, 1939, and 
will mature on March 1, 1959. They 
are callable at par at the option of 
the company, and will be issued and 
secured by an indenture of mortgage 
dated March 1, 1939 (Applicant’s 
Exhibit D), between the reorganized 
company and the St. Louis Union 
Trust Company as trustee. The bonds 
to be issued under this mortgage will 
be secured by a closed first lien on all 
property of the reorganized compa- 
ny, now owned or subsequently ac- 
quired. The capital stock of the Flor- 
issant is also pledged under this mort- 
gage as additional security. 
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A betterment and retirement fund 
is provided for in the indenture as 
follows: Each year, to the sum of 
$1,100,000 shall be added an amount 
equivalent to the amount of deprecia- 
tion taken on all properties acquired 
after December 31, 1938, and not sub- 
sequently retired, and an amount 
representing the cost of all bonds 
(not exceeding $250,000, principal 
amount), purchased by the reorgan- 
ized company and surrendered for 
cancellation to the trustee, during 
such calendar year, plus the difference 
between the face amount of bonds so 
surrendered and the sum of $250,000, 


The cash in the fund shall be first 
applied to the redemption of outstand- 
ing bonds in the amount of $250,000 
principal amount as aforesaid, and any 
balance in the fund may, at the option 
of the company, be used first, for the 
acquisition of capital assets, or for 
payments on purchase money, mort- 
gages, or similar instruments creating 
liens on capital assets hereafter ac- 
quired, and, second, for the purchase 
of outstanding bonds by the trustee 
at a price not exceeding par and ac- 
crued interest. However, such bal- 
ance shall not be used for said second 
purpose unless the board of directors 
shall determine it is not necessary to 
acquire additional capital assets there- 
with. 


Twenty-five Year Convertible Income 
Bonds 


These bonds will be issued in the 
principal amount of $15,858,351.55 of 
which $9,697,401.55 will be outstand- 
ing and $6,160,950 will be pledged as 
collateral to the 25-year collateral trust 
notes hereinafter described. They will 
be dated as of March 1, 1939, and will 
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mature on March 1, 1964. They will 
be issued under an indenture (Appli- 
cant’s Exhibit E), between the Reor- 
ganized Company and the Mercantile- 
Commerce Bank and Trust Company, 
as trustee. The bonds will bear inter- 
est at 4 per cent noncumulative if, and 
when, earned. 

The lien securing these bonds is in 
all respects junior to the indenture 
securing the said first mortgage 5 per 
cent bonds, or any prior lien securities 
that may hereinafter be issued. The 
interest and sinking-fund requirements 
are subordinate to the interest on the 
first mortgage 5 per cent bonds, and 
the moneys required for the better- 
ment and retirement fund previously 
described. 

The said income bonds are converti- 
ble at any time prior to March 1, 1964, 
into Class A stock of the Reorganized 
Company at the rate of 60 shares of 
Class A stock for each $1,000 income 
bond. 


Twenty-five Year Collateral Trust 
Notes 


These notes will be dated March 1, 
1939, will mature on March 1, 1964, 
and will be issued under an indenture, 
(Applicant’s Exhibit F), between the 
reorganized company and the Boat- 
men’s National Bank of St. Louis, as 
trustee. These notes will be secured 
by the pledge of $6,160,950 principal 
amount of said 25-year convertible 
income bonds, and voting trust certifi- 
cates representing 33,252 shares of 
Class B stock, hereinafter described, 
of the reorganized company. 

The said notes will be outstanding 
in the principal amount of $4,200,655. 
The indenture provides that cumula- 
tive interest at the rate of 4 per cent 


[16] 241 








RE ST. LOUIS PUBLIC SERVICE CO. 


shall be paid on these notes from a 
fund received from interest and divi- 
dends on the pledged collateral. Any 
balance in this fund is to be used for 
the retirement of the collateral notes. 


Capital Stock 


The authorized capital stock of the 
company will consist of 1,133,252 
shares of $1 par value, divided into 
1,100,000 shares of Class A stock, and 
33,252 shares of Class B stock. Of 
the 1,100,000 shares of Class A stock, 
94,128 shares will be issued, and the 
entire issue of Class B stock deposited 
under a voting trust agreement. The 
remaining portion of the authorized 
capital stock will not now be issued. 

Class A and Class B stock have 
equal voting powers and rights, and 
in the participation of dividends, ex- 
cept that Class B stock shall have no 
power to vote on the question of au- 
thorizing the reorganized company to 
tender pledged collateral to the holders 
of collateral trust notes. 


Voting Trust Certificates 


The Class B stock will be deposit- 
ed under a voting trust agreement 
(Applicant’s Exhibit G). The said 
voting trust agreement gives the vot- 
ing trustees general voting powers to 
be exercised as a majority may de- 
cide. The voting trust agreement will 
terminate March 1, 1964, unless soon- 
er terminated by default in the said 
collateral trust notes. 


Treatment of Security Holders and 
Holders of Claims under the Plan 
In addition to the holders of the 

outstanding securities of the compa- 

ny, as heretofore stated, other claim- 
ants have been designated as tort 
creditors and general creditors. 
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The tort claims to be liquidated in 
the reorganization amount to $2,191,- 
067.03, and the general creditor claims 
$2,483,838.50. The tort claims con- 
sist in the main of judgments against 
the company for injuries and damages. 
The principal item allocated to general 
creditors is the sum of $2,448,875 
representing a liability to the holders 
of St. Louis Public Service Company 
5-year 6 per cent convertible gold 
notes. 

The following tabulation shows the 
amount of the claims of each class of 
security holder, the tort claims, the 
general claims, and the amount of 
cash, stocks, notes, and bonds of the 
reorganized company that will be in- 
volved in exchange therefor: 

In addition to $261,040 cash to be 


Outstanding Securities and Claims 
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under Court Order No. 47. This fund 
represents an amount of cash paid by 
the company under the court order, 
which is held in escrow on account of 
certain of the coupons maturing July 
1, 1933, and January 1, 1934, on the 
said bonds pledged as collateral to the 
outstanding collateral trust notes, 6 
per cent. 

No securities will be issued under 
the plan, or cash paid on account of 
matured interest unpaid in the amount 
of $8,592,398.72, or on account of 
cumulative dividends on the preferred 
stock. 


Write-down of Assets 


The plan provides for the writing 
off of certain assets now carried on 
the books of the company, which are 


Cash to Be Paid and New Securities to Be Issued 


25-Year Book 
Convertible Value of 















received by the holders of the first 
mortgage sinking-fund gold bonds 5 
per cent Series A, cash in the amount 
of $18,501.21 will be paid represent- 
ing the sum of $9,629.47 held by the 
trustee in the form of a sinking fund, 
and $8,900 on deposit under Court 
Order No. 147. 

In addition to the cash amount of 
$1,304,554, the bank creditors will 
receive cash totaling $360,000 out of 
a total escrow fund of $425,040 held 
29 P.U.R.(N.S.) 
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First Income Bonds 25-Year Class A 
Mortgage (excluding Collateral Stock 
Designation Amount Amount 5% pledged Trust $1.00 
Bonds collateral) Notes par 
First general mortgage 4% 
ee ean ae Er $17,894,000.00 $1,503,096.00 $6,441,840 $7,157,600.00 ........ $35,788 
First mortgage sinking-fund 
bonds 5%, Series A .... 3,263,000.00 261,040.00 1,142,050 4,794,650:00° ccc 6,526 
Collateral notes 6% ...... 9,259,653.53 1,304,554.00 WS) Bay oar $4;200, 655) =o vekaa 
REE AMOR 5 4b ovine ovens 2,191,067.03 PUT BOE <5 Re eee! | ea eee ek) eee Oa 
General creditors ......... 2,483,838.50 po Sg 0 i Bee ere P45 ISLSS Sele keie eeaets 
Preferred stock .......06 CON EL eae pnt Sr ren Pe eA ae etre Gry sree inn ys fino rs 47,232 
Common stock ...cccccceee TOI. OB Rawle 2 GieeGm Beeld & Wee a ene kee 4,582 
ORAL 5s.6 ise uikeeaewnce ss $52,484,984.06 $4,024,335.30 $13,199,000 $9,697.401.55 $4,200,655 $94,128 


recognized as no longer having any 
substantial value. 

The items to be written off are as 
follows: 





Plant not used in public service .. $7,121,000 
Undistributed construction costs 998,000 
Intangible items: 
Franchises .......... 208,522 
Balancing value ..... 4,876,279 
MIQUOHOR 0 os 6s ce va ,619,450 
PUnAneNe oe eS ck 3,238,900 
Going value ........ 6,726,600 
Land value adjust- 
WONG Oy weenie eee 1,249,249 17,919,000 
Total \cicspcaveeseeeeres $26,038,000 
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The balance sheet incorporated in 
the plan is at December 31, 1937. 
During the year 1938, the company 
wrote off approximately $1,840,000 
of the above total of $26,038,000, 
leaving the net sum of $24,198,000 
which is the difference between the 
consolidated balance sheet at Decem- 
ber 31, 1938, and the pro forma bal- 
ance sheet at the same date. 

The effect of this write-down of 
assets will be referred to in our dis- 
cussion of the value of the property. 


Elements to be Considered in Deter- 
mining Fairness and Feasibility of 
Plan 


[1] Consideration of whether the 
plan should be approved or disapproved 
should turn, in our opinion, on the 
answers to the questions: (1) Is the 
present fair value of the property 
sufficient to warrant the issuance of 
the proposed securities? (2) Is the 
plan feasible? (3) Does the plan 
provide equitable treatment to the 
creditors and the security holders of 
the company ? 

In deciding these questions, the first 
essential is the value of the property. 


Value of Property 


Investment. 

The balance in the property invest- 
ment account, as stated in the consoli- 
dated balance sheet at December 31, 
1938, was $71,686,130.25 (Appli- 
cant’s Exhibit C). Of this amount, 
$66,420,329.85 represents an invest- 
ment in railway, road and equipment, 
and $5,265,800.40 in bus plant and 


equipment. 


Road and equipment. 
The investment in road and equip- 
ment includes items referred to here- 


a 
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inbefore, which will be written out of 
the account in the amount of $24,- 
198,000. This write-off will reduce 
the investment from $66,420,329.85 to 
$42,222,329.85, the amount stated on 
the pro forma balance sheet at De- 
cember 31, 1938 (Applicant’s Exhibit 
C), as the investment of the reorgan- 
ized company. The balance in the 
depreciation reserve account of the 
company amounting to $3,528,647.98 
for road and equipment will be trans- 
ferred to the books of the reorganized 
company, resulting in a net invest- 
ment of $38,693,681.87 on the books 
of the reorganized company. This 
investment is predicated upon the basis 
of the original or the estimated cost of 
the property. 


Bus plant and equipment. 

The investment in bus plant and 
equipment on the consolidated balance 
sheet at December 31, 1938, in the 
amount of $5,265,800.40, along with 
the reserve for depreciation for such 
property amounting to $2,949,431.31, 
is stated on the pro forma balance 
sheet, resulting in a net investment of 
$2,316,369.09 in bus property by the 
reorganized company. 


Net investment summarized. 
Road and equipment ....... $38,693,681.87 
Bus plant and equipment ... _2,316,369.09 


BOGE idviive eaakeniass $41,010,050.96 
Reproduction Cost 


The estimated reproduction cost, less 
depreciation, of the property at Janu- 
ary 1, 1939, presented by the com- 
pany (Exhibit I) was $53,377,418. 
The Commission engineers arrived at 
a figure of $47,790,134 at the same 
date, which appears to be controlling. 
These sums do not include working 
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capital, or going value. The differ- 
ences between the two appraisals are 
shown as follows: 
Com- Commission 
pany’s Ex- Engineers’ Differ- 
hibit “I” Exhibit 6 ence 
oT $6,617,792 $5,652,050 $965,742 


Bus property 5,160,688 5,117,677 43,011 
Depreciation 15,586,542 20,165,073 4,578,531 


EQUAL. 3s ccuictinn'ee seis ee oy tae $5,587,284 


Land. 

The company’s value on land was 
taken from the Commission’s ap- 
praisal of the property at January 1, 
1927, Cases 1457 and 1736. (See 
P.U.R.1928E, 419.) Their engineers 
testified that no effort was made to 
ascertain the present fair market val- 
ue of the land. 

The Commission engineer stated 
that on the basis of land values in St. 
Louis in 1926 and 1927, as reflected 
in appraisals made by the Commission, 
there has been a decrease in land val- 
ues of at least 15 per cent. 





Bus property. 

The company used an amount pur- 
ported to represent the investment in 
the bus property. The Commission 
engineers’ cost is predicated upon the 
investment furnished by the Commis- 
sion’s accountant, and the application 
of an index factor of 106 on build- 
ings, the theory being that present- 
day prices have increased to that ex- 
tent. The investment in this class of 
property at this time is practically the 
same as the reproduction cost. 


Depreciation. 

The company depreciated the prop- 
erty on a flat rate of 25 per cent for 
railway and bus property, stating that 
percentage was used by the Commis- 
sion in the 1927 appraisal, that the 
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property has been well maintained 
since that time, and $8,119,000 in ac. 
tive road and equipment property 
would be written out in that reorgani- 


zation. It was the consensus of the 
officials of the company that 25 per 
cent for depreciation was reasonable 
after the said property had been writ- 
ten out. 

The Commission engineer, after a 
hurried study, depreciated the railway 
property at the rate of 30 per cent, in- 
cluding obsolescence on rolling stock 
only, and the bus property, including 
obsolescence, at 59 per cent, the 
amounts being $17,155,644 for rail- 
way property, and $3,009,429 for bus 
property. In addition to the study of 
the physical condition of the property, 
he also made a study of the degree of 
maintenance on the basis of the mile- 
age operated by years, and by these 
methods concluded that the property 
had not been maintained to the extent 
found in the 1927 appraisal, indicat- 
ing that it was not in 75 per cent con- 
dition as contended by the company. 
The railway property is apparently in 
70 per cent condition and the bus 
property in 41 per cent condition. 

The company’s engineer stated that 
the annual depreciation requirement 
for all of the property should be $1,- 
500,000 but did not segregate the 
amount between railway and bus prop- 
erty. The Commission engineer was 
of the opinion that $1,531,000 was 
the proper amount, of which $1,069,- 
000 was for railway property, and 
$462,000 for bus property. On ac- 
count of the economic and other con- 
ditions affecting street railway prop- 
erties there seems to be no way to 
measure the total obsolescence of the 


property. 
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Feasibility of the Plan 


The gross revenues from both the 
railway and bus operations have ex- 
perienced a drastic reduction in the 
last eleven years, as shown by the Con- 
solidated Income Account of the com- 

y and Peoples (Commission’s Ex- 
hibit No. 3). During the period from 
1927 through 1938, the reduction in 
gross revenues amounted to 38 per 
cent. A survey of this income state- 
ment indicates, however, that the to- 
tal gross revenues have remained al- 
most stationary from 1933 through 
1938. In fact, 1938 recorded an in- 
crease of 4 per cent over the low of 
1933. 

Since 1933 the income from railway 
operations has continued to decline, 
but this curtailment has been over- 
come by an increase in the bus reve- 
nues. 

For 1938, the total gross revenues 
from both railway and bus operations 
amounted to $13,346,523.39. After 
the payment of all operating expenses, 
with the exception of depreciation ex- 
pense, the gross income for the year 
was $2,355,744.37. 

There was no tangible evidence pre- 
sented at the hearing as to the reason- 
able prospective future earnings of 
the reorganized company, and no at- 
tempt was made to forecast the reve- 
nue for the future. The transporta- 
tion of passengers by street railway 
surface lines has suffered not only 
from the stagnation of industrial en- 
terprise by reason of the depression, 
but also by severe competition from 
private automobiles and service cars. 
This is common knowledge and is the 
underlying cause of the decrease in 
revenues. This situation prevails not 
only in St. Louis but in most localities 
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where surface lines are in operation. 
Such a situation makes the forecasting 
of future revenues hazardous, and 
tends to reduce any estimate made to 
the status of pure conjecture. 

In determining the practicability of 
the proposed plan, the company’s wit- 
ness used the gross revenues and op- 
erating expenses, excluding deprecia- 
tion, for the year 1938, and substituted 
the fixed interest charges of the new 
first mortgage 5 per cent bons instead 
of the present fixed charges. 

Evidence was presented showing 
that there will be no important change 
in the operating expenses of the re- 
organized company. The trustee for 
the company testified to the effect that 
the reorganization committee was de- 
termined that the overhead expens- 
es, including officers’ salaries, will not 
increase in any way. The general sen- 
timent expressed was that the com- 
pany could not afford to spend any 
sums of money by increasing its budg- 
et requirements. 

The Pro Forma Income Account for 
the year 1938 (Applicant’s Exhibit 
C), shows the income from operation, 
excluding depreciation, to be $2,302,- 
737.15. Adding nonoperating income 
of $53,007.22, the income before de- 
preciation is $2,355,744.37. 

The Commission engineer has esti- 
mated, as aforesaid, that the annual 
depreciation accrual should not be less 
than $1,531,000. Deducting this $1,- 
531,000 leaves a gross income of 
$824,744.37, available for fixed inter- 
est charges and interest on the income 
bonds. 

Under the plan the only fixed inter- 
est securities are the first mortgage 5 
per cent bonds of the total aggregate 
amount of $13,199,000 carrying 5 per 


245 29 P.U.R.(N.S.) 











cent interest, or an annual fixed inter- 
est charge of $659,950. The interest 
on the balance of the funded indebted- 
ness represented by the income bonds 
and collateral trust notes is contin- 
gent upon earnings. 

After payment of the fixed charges 
on the first mortgage 5 per cent bonds 
of $659,950, the net income would be 
$164,794.37 to be applied to interest 
on the securities bearing contingent in- 
terest provisions. 

The consolidated balance sheet of 
the company and Peoples at December 
31, 1938 (Company’s Exhibit C), 
shows cash on hand of $7,398,634.13. 
On December 31, 1939, an estimate of 
cash that will be on hand after pay- 
ment of taxes and interest on the first 
mortgage 5 per cent bonds, plus a cred- 
it of $300,000 already expended in 
1939 for capital improvements, is $7,- 
985,000 (city of St. Louis, Exhibit 
S). This figure was stated as being 
substantially correct by the company’s 
auditor. After payment of the cash 
required for the plan of reorganiza- 
tion of $4,200,000, reorganization ex- 
penses of $500,000, and the payment 
to the improvement fund of $2,000,- 
000, the balance of cash on hand at 
December 31, 1939 will be $1,285,000 
to be used as working capital, which, 
according to the company’s auditor, 
is adequate. 

A statement of the funds to be made 
available for capital improvements 
for the years 1939 to 1942 inclusive, 
was presented to the city of St. Louis 
by the chairman of the reorganiza- 
tion committee (city of St. Louis, 
Exhibit T). The funds to be made 
available for the four years are tabu- 
lated below: 
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i gens WAAR OTE care seCMe EEE 000 
MORE cccsi iss. uieunw ieee 1,200,000 
WIRE nian diy cceapes es cacceeouene 1,250,000 

Foil iossccliseesaceeee $5,600,000 


The company’s auditor stated, in 
his opinion, the amounts are reason- 
ably possible of attainment. 

The estimate of $500,000 for reor- 
ganization expenses was suggested as 
the maximum allowance. Opinion was 
expressed that it was probable the final 
figure would be under this amount. 

We do not believe that any serious 
question can be raised as to the feasi- 
bility of the plan. The indicated earn- 
ing power of the business seems to af- 
ford ample coverage for the reduced 
fixed interest requirements. There is 
no possibility of compelling the pay- 
ment of the interest, prior to maturity 
on the new income bonds and collateral 
notes, unless earned. Furthermore, a 
substantial portion of the first mort- 
gage 5 per cent bonds under the terms 
of the indenture, will be retired from 
time to time during the life of the is- 
sue. The company should have suffi- 
cient cash on hand at December 31, 
1939, for working capital requirements 
after the payment of the cash disburse- 
ments required under the plan, the 
payment of reorganization expenses, 
and the purchase of capital assets to- 
talling $2,000,000. Accordingly, as 
already stated, the plan seems entirely 
feasible. 


- Elements to Be Considered in Deter- 


mining the Fairness of Plan 


[2] The right of a class of secu- 
rity holders to participate in a plan of 
reorganization should depend upon 
whether the value of the property 
shows the existence of an equity for 
them. Where there is no equity for a 
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particular class, holders of securities 
of that class should not be accorded 
participation unless they make a fresh 
contribution to the business in money 
or equivalent. The starting point, 
therefore, in considering the fairness 


of the plan is the value of the company. 


The total capitalization of the com- 
pany before the reorganization as pre- 
viously stated, is $50,258,953.53. We 
have shown that the investment cost 
of the property, depreciated, is $41,- 
010,050.96, and the reproduction cost, 
depreciated, is $47,790,134. Accord- 
ingly, we believe that the plan is fair 
in allowing all security holders to par- 
ticipate. The present difficulties are, 
in our opinion, largely the result of 
disturbing factors inherent in the street 
railway business that have kept the 
company from earning a fair rate of 
return on the fair value of its property. 

We believe that the distribution of 
cash and new securities to the holders 
of the presently outstanding securities, 
and holders of claims, is fair and just. 
This conclusion is supported by the 
fact that no appearances were made at 
the hearing in objection to the plan. 
The company’s witness stated that 
73.89 per cent of the holders of Unit- 
ed Railways Company of St. Louis 
first general mortgage 4 per cent gold 
bonds, 76.49 per cent of the holders 
of City and Suburban Public Service 
Company first mortgage sinking-fund 
gold bonds 5 per cent Series A, 90.29 
per cent of the holders of St. Louis 
Public Service Company 5-year 6 per 
cent convertible gold notes, 66.09 per 
cent of the tort creditors, 54.9 per 
cent of the contract creditors, 58.3 
per cent of the common stockholders, 
and 52.14 per cent of the preferred 
stockholders have given their consent 
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to the plan. The holders of St. Louis 
Public Service Company 5-year 6 per 
cent convertible gold notes, represent- 
ing 98 per cent of general creditors, 
and the contract creditors are both 
classed as general creditors. Thus, 
the required percentage of consents 
have already been obtained. from each 
class with the exception of the tort 
creditors. This class requires consent 
of 66.66 per cent in comparison to the 
66.09 per cent already obtained. This 
indicates that the plan is acceptable to 
the security holders and the holders of 
claims. 


[3] The city of St. Louis made no 
formal objection to the plan, and stat- 
ed through its counsel, that its only in- 
terest in the case is to secure an ade- 
quate modern transportation system 
for the city of St. Louis on a sound fi- 
nancial basis. We believe the public 
interest will be served by placing the 
plan in effect because it involves the 
purchase of new equipment that is sore- 
ly needed, and, provides for the re- 
habilitation of the company’s proper- 
ties, permits all the security holders to 
participate in proportion to their equi- 
ties and claims, and provides for sufh- 
cient net income, as now determined, 
to take care of the company’s obliga- 
tions and leave something for contin- 
gent requirements. 

In view of the foregoing, we con- 
clude the plan is fair and reasonable. 


Conclusion 


The foregoing chapter devoted to 
the original cost of construction, dup- . 
lication cost, present condition, and 
other relevant matters indicates that 
the securities to be issued under the 
plan of reorganization do not exceed 
the fair value of the property. An 
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accurate forecast of future operating 
revenues of the company cannot be 
made for reasons previously stated. 
If the net income in 1938 is compa- 
rable to succeeding years, the company 
should meet the obligations as referred 
to in the plan of reorganization with- 


out difficulty. In summation, the Com- 
mission finds that the plan of reor- 
ganization is feasible in the interest of 
the people using transportation in the 
company’s territory, and under the cir- 
cumstances expressed herein, fair to 
the security holders. 





MARYLAND PUBLIC SERVICE COMMISSION 


County Commissioners of Baltimore County 


Vv 


Consolidated Gas Blecteic Light & Power 
Company of Baltimore 


[Case No. 3990.] 


Valuation, § 4 — Rate base determination — Analysis for classes of service. 
1, Determination of a system of rates as a whole by first analyzing each 
class of service and fixing for each class the rate base applicable to it and 
then, by totaling such fractional rate bases, ascertaining the extent of error 
by comparison with the whole property, is impracticable as a means of es- 
tablishing rates for one class of service, p. 250. 


Rates, § 32 — Duty of Commission — Failure of negotiations for contract. 
2. The Commission must establish a rate for a special class of service such 
as electric street lighting when the parties to be satisfied in the making of a 
contract rate cannot agree, although rates for certain special classes of serv- 
ice can best be fixed by agreement based upon experience and a general 
knowledge of costs and conditions, p. 250. 


Rates, § 362 — Electric — Street lighting — Uniformity. 


3. One rate only should be prescribed for each size of electric street lamps 
in the absence of evidence indicating the necessity or desirability of con- 
tinuing a classification under which different rates are charged for regular 
and for three or more spans, for inserts, for one span, and for two spans, 
p. 250. 


Rates, § 362 — Electric — Street lighting — Zones. 
4. Two rate zones are proper for electric street lighting in an area sur- 
rounding a municipality when there is a greater density of lamps in the 
section adjacent to the city as well as other differences in the conditions of 
service in that section, p. 250. 
[July 17, 1939.] 
OMPLAINT by county commissioners against electric street 
lighting rates; new rates established. 
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APPEARANCES: J. Wallace Bryan, 
James P. Kelley, and J. Howard 
Murray, for the County Commission- 
ers of Baltimore County; Cook and 
Markell, and E. M. Sturtevant, for 
Consolidated Gas Electric Light and 
Power Company of Baltimore; Jo- 
seph Sherbow, People’s Counsel. 


By the Commission: The Con- 
solidated Gas Electric Light and Pow- 
er Company of Baltimore has fur- 
nished street lighting service in Balti- 
more county since September 1, 1914, 
at rates which were fixed by yearly 
contracts between the company and 
the county commissioners until the 
end of the year 1935. The commis- 
sioners and the company could not 
agree upon the rates to be charged for 
the year 1936 and the company has 
rendered bills for the years 1936 to 
1938, inclusive, at the rates prevailing 
in 1935, which have been paid by the 
commissioners under protest. 


The commissioners demanded a 
substantial reduction in rates and, 
having failed to obtain a sufficient 
concession from the company, com- 
plained to the Public Service Commis- 
sion on July 17, 1936, and, the com- 
pany having made an unfavorable an- 
swer, the county commissioners em- 
ployed special counsel and an experi- 
enced engineer to prepare their case 
for presentation to this Commission, 
and, on January 13, 1938, requested 
that the matter be set down for hear- 
ing. The Commission, thereupon, set 
the hearing for March 15, 1938. 


After several postponements, which 
were requested by counsel, the matter 
came on for hearing on June 21, 1938, 
and, after eleven days had been devot- 
ed to the hearing, it was suspended on 


249 


July 20, 1938, at request of counsel 
for complainant, was resumed on May 
3, 1939, and concluded on May 25, 
1939, the seventeenth day of the hear- 
ing. 

The county commissioners contend- 
ed at the hearing that the rates for 
street lighting should be no more than 
sufficient to yield a fair return on the 
value of that portion of the company’s 
property which is employed in render- 
ing that special service, and exhibits 
were presented, showing the results of 
their engineer’s efforts to segregate the 
property which is used exclusively for 
street lighting and to allocate to street 
lighting service a reasonable percentage 
of jointly used property, to form a 
rate base upon which to determine 
the return to which the company is 
entitled. This procedure involved the 
taking of an inventory, by field inspec- 
tion and automobile speedometer meas- 
urements, including observation of 
accrued depreciation. Segregations 
and allocations were made also of op- 
erating expenses. 

In this manner it was estimated that 
a fair average annual charge for a 100 
candle-power lamp should be $14.20 
instead of $30.25 and for a 250 candle- 
power lamp should be $23.82 instead 
of $49.35. These conclusions were 
fortified by many comparisons with 
rates charged for similar service in 
other jurisdictions, and by reference 
to domestic rates. 

The company contended that it is 
impossible to allocate accurately to any 
special class of service, such as street 
lighting, the property used and the ex- 
penses incurred in rendering it, and, 
that even if it were possible, the data 
used by the county’s engineer were 
erroneous both as to inventory and 
29 P.U.R.(N.S.) 
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prices and that the only fair way to 
fix rates for such special service is by 
contract, as has been done in the past, 
but no disclosures were made as to the 
basic information or data which both 
parties should possess in a discussion 
preliminary to arriving at an agree- 
ment upon a rate. 

It is true that this Commission 
gauges the fairness of the company’s 
rates in general by relating the income 
produced thereby to the fair value 
of the property which is used and use- 
ful in rendering the service as a whole 
and it sometimes is necessary to in- 
ventory such large, complex properties 
and endeavor to determine the cost of 
reproducing them by applying unit 
prices to the voluminous inventory, 
but it has been possible always to 
reconcile in the field any differences 
between the inventories prepared by 
company and Commission engineers, 
prior to the hearing, so that the esti- 
mates of cost to reproduce the prop- 
erty and the extent of accrued depre- 
ciation are based upon exactly the 
same inventory. 

In this case, however, both inven- 
tory and prices are in dispute, without 
any possibility for agreement. 

[1, 2] If it were practicable to de- 
termine the system of rates as a whole 
by first analyzing each class of service 
and fixing for each class the rate base 
applicable to it then, by totaling such 
fractional rate bases, we could ascer- 
tain the extent of error by comparison 
with the whole property, but such pro- 
cedure is impracticable and rates for 
certain special classes of service can 
best be fixed by agreement based upon 
experience and a general knowledge of 
costs and conditions. Furthermore, 
such reductions in the company’s reve- 
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nue as the Commission has effected in 
recent years have been applied princi- 
pally to the domestic rates in the be- 
lief that the greatest number of per- 
sons would be benefited thereby. 

When, however, the two parties to 
be satisfied in the making of a con- 
tract rate cannot agree, the contract 
plan becomes inoperative and the Com- 
mission must establish a rate for that 
service. In such a case the Commis- 
sion welcomes all data and discussion 
which may throw any light upon the 
determination of reasonable rates and 
in the instant case, while duly consid- 
ering the difficulties which confronted 
the county’s engineer, the Commission 
recognizes and appreciates the dili- 
gence and thoughtful effort of coun- 
sel and engineer in placing before it 
all available criteria for the fixing of 
reasonable rates for this special serv- 
ice. 

[3, 4] Lamps of two capacities 
only are employed in the Baltimore 
county street lighting service, namely, 
100-candle power and 250-candle 
power. Both are of the incandescent 
type. The present charges per annum, 
based upon 4,000 hours of illumina- 
tion, are as follows: 


100CP 250CP 


Regular and for 3 or more 
spans 

Inserts 

1 Span 

2 Spans 


$51.36 
42.00 
47.00 
51.36 


Based on the number of lamps in 
service at the end of 1938, the average 
cost per 100-candle power lamp at the 
above rates is $30.17 per annum and, 
per 250-candle power lamp, $49.38. 

There is nothing in the record which 
indicates the necessity, or even the 
desirability, of continuing the present 
classification and, in establishing rates 
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ted in for street lighting service in Baltimore early part of 1936, which resulted in 
Princi- county the Commission will prescribe a reduction of more than $969,000 in 
he be- one rate only for each size of lamp. annual revenue becoming effective in 
f per- However, due to the greater density of June of that year, just prior to the fil- 
: lamps in the section of Baltimore ing of the complaint in this case on 
Hes to county adjacent to Baltimore city and July 17, 1936, and the Commission re- 
| con- to other differences in the conditions of quired that most of that reduction be 
ntract service in that section, as distinguished applied to the domestic rates, no pro- 
Com- from the more outlying sections of the vision being made for any reduction 
r that county, the Commission feels that it of street lighting rates. If that gen- 
nmis- will be proper to have two rate zones eral reduction had not been made the 
ission —one to include the area within three rates now found for Baltimore county 
n the miles of the Baltimore city boundary _ street lighting might be made effective 
s and and the other to embrace the rest of as of the date of filing of the com- 
msid- the county. plaint in this case, but the Commis- 
onted The Commission finds that just and sion having determined that the reduc- 
ssion reasonable rates for street lighting tion of $969,000 in annual revenue 
dili- service in Baltimore county supplied would leave the company no more than 
‘oun- by Consolidated Gas Electric Light a fair return upon its total operation, 
re it and Power Company of Baltimore are and having allocated nothing of that 
g of as follows: amount to the street lighting service, 
serv- 100CP 250cp_ it seems reasonable to permit the old 
<r Within three mile zone .... $25.75 $40.50 tates to be charged until June 30, 1937, 
‘ities Beyond three mile zone... 26.25 4125 and to make the rates found herein 
hore The Commission entered into rate effective as of that date, and it will be 
= discussions with the company in the so ordered. 


cent 
um, 
ina- 








COLORADO PUBLIC UTILITIES COMMISSION 


Re F. H. Lang 


[Application Nos. 2604-PP-AA, 2208-PP-A, Decision No. 13602.] 


Certificates of convenience and necessity, § 158 — Private and common carriers — 
Husband and wife. 

1. The Commission will not allow a husband and wife to own a common 

carrier certificate and a private carrier permit separately merely to evade 

the established practice relative to the transportation of freight in the same 

equipment at the same time as both a common and a private carrier, p. 252. 


Public utilities, § 130 — Private and common carrier operations. 


2. The indiscriminate use of equipment between private carrier operations 
of transferee and the common carrier operations of her husband will be 
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permitted only to the extent that they do not violate the established prac- 


tice of the Commission, p. 254. 


Public utilities, § 130 — Private and contract carriers. 


3. A carrier may not operate over the same route at the same time with 
the same equipment, transporting freight as both a common and private 


carrier, p. 254. 


[June 


1, 1939.] 


yee for authority to transfer private carrier permits; 


granted. 


APPEARANCES: H. F. Collins, 
Denver, for applicants; Marion F. 
Jones, Denver, for Clyde Beeson, 
Austin Brothers and The Colorado 
Trucking Association; V. G. Garnett, 
Denver, for The Colorado Rapid 
Transit Company; Zene D. Bohrer, 
Denver, for The Motor Truck Com- 
mon Carriers Ass’n; George H. 
Swerer, Denver, for McKie Trans- 
fer. 


By the Commission: The above 
applications were consolidated for the 
purpose of hearing. 


Permit No. A—453, issued May 10, 
1933, to F. W. Sullivan, authorized 
the transportation of freight from 
Denver, Colorado, to Fort Collins, 
Colorado, and all intermediate points, 
on U. S. Highway No. 285. There- 
after, the said F. W. Sullivan trans- 
ferred said permit to F. H. Lang, and 
the authority to serve north of Long- 
mont, Colorado, was eliminated there- 
from. 

Permit No. A-—793, issued July 24, 
1934, authorized a milk route “run- 
ning approximately 5 miles east from 
Longmont, thence 5 miles south, 
thence west to pavement, thence to 
Denver via U. S. 285.” 

In the instant application, the said 
F. H. Lang is seeking authority to 
29 P.U.R.(N.S.) 
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transfer said permits to Mary Ella 
Lang, his sister-in-law. 

Transferor testified that he was 
selling transferee one Dodge truck as 
well as the permits ; that the total con- 
sideration to be paid is the sum of 
$6,000—$1,000 down and $175 per 
month thereafter until balance is paid. 
Transferor further testified that he 
would retain no interest whatever in 
the operations, although he was keep- 
ing two of the trucks that he now 
owns. 

W. L. Lang, a brother of transfer- 
or, testified that his wife was taking 
over the operation; that he works for 
her ; that she owns three Dodge trucks 
and one Chevrolet, which will be used 
in the operation; that his wife owns 
property valued at approximately 
$5,000, with a net worth of $2,500. 

[1] Said W. L. Lang is also the 
owner of Certificate of Public Con- 
venience and Necessity No. 913, and 
he testified that he expects to use a 
part of his wife’s equipment in his 
own operations under said certificate ; 
that at least two of the trucks will be 
used by him in his common carrier 
operations and all four of the trucks 
(including the one obtained from 
transferor) will be used in the pri- 
vate carrier operation if the authority 
herein sought is granted. His Cer- 


252 

















d prac- 


e with 
private 


Ella 


Was 
ick as 
| con- 


se a 

his 
ate; 
1 be 
rier 
icks 


rom 
pri- 
rity 
ver- 











tificate No. 913 authorized the trans- 
portation of dairy products within a 
particularly described area, and it was 
brought out that there might be some 
overlap in the territory east and south 
of Longmont, so far as the transpor- 
tation of milk is concerned, between 
his common carrier Certificate No. 
913 and private carrier Permit No. 
793. However, the witness stated 
that he intended to serve the overlap 
area under his common carrier certifi- 
cate, although the milk will all be 
picked up in one truck, and apparent- 
ly it is his intention to use all of the 
trucks rather indiscriminately in his 
operations under both the certificate 
and the private permit. It is true 
that the certificate would be in the 
name of W. L. Lang, and the private 
permit in the name of Mary Ella 
Lang, but the testimony also clearly 
shows that “it is a family affair,” and 
we would not be justified in allowing 
a husband and wife to own a certifi- 
cate and permit separately merely for 
the purpose of possible evasion of our 
established practice relative to the 
transportation of freight in the same 
equipment, at the same time, as both 
a common and a private carrier, and 
we desire to warn transferee and her 
husband that his operations under Cer- 
tificate No. 913 and her operations un- 
der the private permits involved here- 
in, must be kept separate and apart 
so that the general public will know 
whether they are actually dealing with 
a private carrier or a common car- 
rier. 


Transferee testified as to her prop- 
erty rights and to the fact that the 
bank account is kept in her own name, 
although she admitted that the truck- 
ing operations were more or less of a 
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family matter and that she did not 
pay her husband any salary for his 
services, 

Protest was filed by the McKie 
Transfer, based on the fact that un- 
der Decision No. 10938, a portion of 
Permit No. A-453 had been revoked 
for violations of law and our rules 
and regulations on the part of trans- 
feror, and that while transferor had 
paid to the Commission the sum of 
$200 in lieu of said cancellation order, 
no final decision of the Commission 
had been entered disposing of the 
question of whether said payment 
would be accepted. However, this 
matter has been finally determined by 
the Commission since the hearing in 
the instant case and said payment was 
accepted in lieu of said revocation or- 
der. 

It was brought out on cross-exam- 
ination that transferor had been con- 
ducting part of his milk operations 
under his “C” permit, and it was in- 
tended that such operations had been 
illegally conducted under our deci- 
sion in the so-called “Brady-France” 
Case. 

No direct evidence was introduced 
by protestant upon this question, al- 
though transferor was asked if he 
was not buying and selling milk under 
his “C” permit in contravention of 
said decision. The transferor appar- 
ently conceded that such was the case, 
stating, however, that no other carrier 
was in any way affected by such oper- 
ations. 

It was moved that the application 
in the instant case be denied on ac- 
count of said law violations. The 
Commission intends to have a full in- 
vestigation of said operations made. 
However, we might point out that 


29 P.U.R.(N.S.) 












COLORADO PUBLIC UTILITIES COMMISSION 


the violation, if same exists, is not in 
connection with any of the permits in- 
volved in this proceeding, but would 
affect the transferor’s operations un- 
der his “C” permit, and while it is 
true that the same individual is in- 
volved, we do not believe that the rec- 
ord as made in the instant case would 
justify the refusal of authority to 
transfer either of the permits in- 
volved. 

[2,3] The question of the indis- 
criminate use of equipment between 
private carrier operations of trans- 
feree and the common carrier opera- 
tions of her husband will only be per- 
mitted to the extent that they do not 
violate the established practice of the 
Commission. We have on occasion 
permited the use of the same equip- 
ment by a carrier operating under 
both private permits and common car- 
rier certificates. In some cases, it 
seems an unsound economic theory 
and not in the best interests of the 
public to refuse such authority. How- 
ever, we have always maintained that 
a carrier may not operate over the 
same route at the same time with the 
same equipment, transporting freight 
as both a common and private carrier, 
and this rule will be adhered to in the 
instant case. 

It did not appear that any outstand- 
ing obligations exist against the pres- 
ent operations under either of said 
permits, and it would further appear 
that transferee is financially able to 
conduct the operations thereunder. 

After a careful consideration of the 
record, we are of the opinion, and so 


find, that the authority sought should 
be granted. 


ORDER 


It is therefore ordered that F. H. 
Lang be, and he is hereby, authorized 
to transfer all of his right, title, and 
interest in and to private Permit No, 
A-453 and private Permit No. A-793, 
to Mary Ella Lang, of Longmont, 
Colorado. 

It is further ordered that said trans- 
fers shall become effective only if and 
when, but not before said transferor 
and transferee, in writing, have ad- 
vised the Commission that said per- 
mits have been formally assigned and 
that the said parties have accepted, 
and in the future will comply with 
the conditions and requirements of 
this order to be by them, or either of 
them, kept and performed. 

It is further ordered that the right 
of transferee to operate under this or- 
der shall be dependent upon her com- 
pliance at all times with all the laws, 
rules, and regulations pertaining to 
her operation which now or hereafter 
may be in effect. 

It is further ordered that this order 
shall be, and it hereby is, made a part 
of the permit herein authorized to be 
transferred. 

It is further ordered that this order 
shall become effective twenty days 
from the date hereof. 

It is further ordered that jurisdic- 
tion in the instant matter be retained 
to the end that such further order or 
orders may be made herein as condi- 
tions may justify. 
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RE PARDEEVILLE ELECTRIC LIGHT CO. 


WISCONSIN PUBLIC SERVICE COMMISSION 


Re Pardeeville Electric Light Company et al. 


[2-U-697.] 


Intercorporate relations, § 2— Reasonableness of contracts — Effect of municipal 


acquisition proceedings. 


Any questions, legal or otherwise, raised by or involved in the objection to 


an approval by the Commission of 


the 10-year term of a contract between 


two electric companies for wholesale energy, in view of the pendency of a 
proceeding for the acquisition by a municipality of the property of one of 


the companies, are not necessary or 


proper to be determined in a proceeding 


to determine the reasonableness of such contract. 


[June 21, 


1939.] 


| Bassey em on Commission's own motion of reasonable- 
ness of contract between two electric companies for wholesale 
energy; proceeding dismissed. 


¥ 


By the Commission: This pro- 
ceeding was instituted in 1934 because 
the Commission questioned the rea- 
sonableness of the rates specified in 
the contract theretofore entered into 
between the Pardeeville Electric Light 
Company and the Wisconsin Power 
and Light Company for the furnish- 
ing of electric energy by the Wiscon- 
sin Company to the Pardeeville Com- 
pany. 

Subsequent to the institution of the 
proceeding negotiations were contin- 
ued between the two utilities in con- 
nection with conferences with the 
Commission’s staff. On March 25, 
1939, the Wisconsin Company filed 
with this Commission a new contract 
which had been entered into for the 
furnishing of electrical energy by the 
Wisconsin Company to the Pardee- 
ville Company. The rates specified in 
this contract are the standard rates of 
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the Wisconsin Power and Light Com- 
pany as theretofore filed with this 
Commission. 

The rates thus specified in the new 
contract are considered by the Com- 
mission to be reasonable. The term 
of the contract, however, is for a pe- 
riod of ten years with a provision for 
automatic renewal unless notice is giv- 
en by either party to the contract. 

On or about March 31, 1939, the 
Commission notified the parties that 
it proposed to dismiss this proceeding 
upon its own motion and would do so 
unless objection to such dismissal was 
made. Counsel for the village of Par- 
deeville informed the Commission by 
letter that while the village had no ob- 
jection to the contract as far as the 
rates were concerned, it did object to 
an approval by the Commission of the 
10-year term of the contract in view 
of the pendency of a proceeding for 
29 P.U.R.(N.S.) 











the acquisition by the village of Par- 
deeville of the property of the Pardee- 
ville Electric Light Company, since 
the village did not wish to be bound 
by the contract. 

Parties were informed that if either 
desired to present oral argument up- 
on the questions raised by such objec- 
tion the Commission would hear it 
and that if no such oral argument was 
requested the Commission would con- 
sider briefs filed on behalf of the 
parties, the brief on behalf of the vil- 
lage to be filed on or before June 5, 
1939, and the brief of the other par- 
ties to the proceeding to be filed with- 
in fifteen days thereafter. 

No request for oral argument has 
been received by the Commission and 
no brief has been presented on behalf 
of the village of Pardeeville in sup- 
port of its objections although the time 
specified therefor has expired. The 
position of the Wisconsin Power and 
Light Company on objections of the 
village has been presented to the Com- 
mission to the effect that the terms of 
the contract between the Wisconsin 
and Pardeeville companies are satis- 
factory and are being performed and 
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that the objections presented by the 
village of Pardeeville involve questions 
of law which the Commission is with- 
out jurisdiction to decide in such man- 
ner as to bind any person interested 
therein or any party to this proceed- 
ing. 

We hold that any questions, legal 
or otherwise, raised by or involved in 
the objection of the village are not 
necessary or proper to be determined 
in this proceeding. We think that the 
rights of all parties involved may he 
properly considered and protected in 


the proceeding now pending for the | 


acquisition of the property of the 
Pardeeville Electric Light Company 
by the village of Pardeeville either by 
action of this Commission or of the 
court in which an action to review the 
validity of the Commission’s order in 
such acquisition proceeding is now 
pending. 

It is therefore concluded that the 
above-entitled proceeding should be 
dismissed. We do not here pass or 
attempt to pass upon the objections of 
the village of Pardeeville to the ap- 
proval of the term of the contract 
above referred to. 
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“f ‘with motor or manual control. 
'» for the fully illustrated Kinnear Cata- 


2060-80 FIELDS AVE. 


INNEAR ROLLING DOORS 


'»Kinnear originated the interlocking- 


slat‘ type of rolling door—not simply 
because it'was different, but because 
it was. better, more durable, more eco- 
In addition -to the advan- 
tages outlined at left, Kinnear Rolling 
Doors save maximum floor and wall 
space; they operate quickly, smoothly 
and-easily the year around; they open 


__ completely. out: of -the way, safe from 
. damage ;—and they’re more conveni- 


ent from every standpoint! For any 
doorway, in old ‘or. new. buildings, 


Send 


log TODAY! 


Offices Cities 


The KINNEAR 


Manufacturing Company 
COLUMBUS, OHIO 
Factories: Columbus, Ohio; San Francisco, Cal. 
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new products, and new methods. Also news on 
personnel changes, recent and coming events. 


Commonwealth& Southern Corp. 
Raises Budget 16 Millions 


HE Commonwealth & Southern Corp., one 

of the nation’s largest utility systems, re- 
cently announced it will undertake a $16,000,- 
000 construction program because of the 
“generally more favorable attitude of legisla- 
tive bodies toward business.” 

A statement, issued through the office of 
Wendell L. Willkie, president, said: 

“The passage of the Booth Bill by the Ala- 
bama Legislature prohibiting the duplication 
of utility facilities, the action of Congress in 
limiting and ear-marking the funds appropri- 
ated for TVA acquisitions of utility proper- 
ties and the generally more favorable atti- 
tude of Congress and other legislative bodies 
toward business, causes Commonwealth & 
Southern system to announce an additional 
construction program of approximately $16,- 
000,000. 

“This program includes the construction of 
a 40,000 kilowatt generating plant at Mobile, 
Alabama, at a cost of $4,000,000. Additions to 
present plant capacity also will be made in the 
system’s subsidiaries in Michigan, and service 
building and other major constructions will 
be undertaken in Pennsylvania, Ohio, Indiana 
and Illinois. 

“Thisnew construction program of Common- 
wealth & Southern is over and above its 
present 1939 budget of $30,000,000 previously 
appropriated. Over-all 1939 outlays for new 
plant facilities and construction will aggregate 
$46,000,000.” 


Metal Rolling Window Grilles 
Developed by Kinnear 


o add to the already large list of applica- 

tions to which metal rolling grilles have 
been put in recent years, comes the report 
from the Kinnear Manufacturing Company, 
Fields Avenue, Columbus, Ohio, of a number 
of installations for window protection in pri- 
vate residences. A number of leading resi- 
dence architects have recognized the ad- 
vantages of this form of protection for win- 
dows in nurseries, bedrooms and other rooms 
containing valuable articles. 

Operating on the principle of a window 
shade, this grille provides a remarkably 
effective steel barricade when closed and 
locked, and yet one that can be raised and 
hidden from sight when not in use. Also, 
when closed it admits air and light and does 
not obstruct vision. 

The grille proper is composed of an artistic 


arrangement of round steel bars and orna- 
mental steel links which harmonizes with any 
type of architecture. It travels in steel guides 
built in the window frame. The barrel on 
which the grille coils is built into the wall 
above the opening and contains counterbalance 
springs which provide for raising or lowering 
the grille easily and quickly. 

If figured at the time the building is being 
designed, all working parts of the grille may 
be incorporated in the wall so as not to inter- 
fere in any way with the architectural design 
or treatment. The grille is also made in stain- 
less steel, bronze and aluminum. Since this is 
not a stock item, but one which must be 
especially built for the individual job, it is 
recommended that anyone who is interested 
in a protective device submit their plans to the 
manufacturer for special details and recom- 
mendations. 


Silex Sales Conference 


ALES representatives from every part of the 
S country convened in Hartford recently for 
the Fifth Annual Silex Sales Convention. 

Plans were made for extensive sales cam- 
paigns on recent new products developed by 
Silex Company, including the new entirely 
Automatic Silex Glass Coffee Maker—the new 
Catalina Coffee Service—and the Silex Spray 
Tea Maker. 


Larger Budgets Indicated 


RELIMINARY indications from the utility 

industry, now beginning to draft construc- 
tion budgets for next year, are that expendi- 
tures are likely to exceed this year’s estimate 
of $480,000,000 according to a recent report. 
Record high power output and willingness of 
the Administration to sell Federal power to 
private utilities has encouraged larger capital 
expenditures, observers in the industry believe. 


New G-E Publications 


N™ literature recently issued by the Gen- 
eral Electric Co. includes the following: 
Outdoor Oil Blast Circuit Breakers—GEA- 
2426B; Metal-Enclosed Switchgear—GEA- 
2596A—showing the advantage of draw-out 
type, factory assembled equipment and 
describing complete line of breakers used; 
Indoor Potential Transformers—GEA-3184; 
Capacitor-Motors—GEA-2420. : 

Air Circuit Breakers for Protection of Re- 
sistance—Welding Machines up to 600 Volts, 
A.C.—GEA-2997A; G-E Automatic Are 
Welding Equipment—GEA-3042A ; Low-Cut- 
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tly for 
"cam. Phy do Chevrolet’s 1939 truck sales _and in industry, purchase motor trucks 
ed b : : 
ntirely ceed by 36 per cent* the sales of the as they purchase other capital equip- 
‘Son xt truck manufacturer? ment, on the basis of the maximum 
There can be but one reason for _ return on their investment—and have 

d evrolet’s predominant leadershipin concluded that the best buy is 
oy les. It is that buyers, in business Chevrolet. 
cpendi- *Latest available R. L. Polk & Company official 
stimate registration figures through May, 1939. 
report. 
ness of 
wer to 
capital 
relieve. 
e Gen- 
owing : 
-GEA- 
-GEA- CHEVROLET MOTOR DIVISION,” General Motors Sales Corporation, DETROIT, MICHIGAN 
aw-out General Motors Instal Pla ; ical monthly payments. A General Motors Value. 
t “4 

used; — 

1 BES 

3184: IGNED FOR THE LOAD jamie POWERED FOR THE PULL 
oe MASSIVE NEW SUPREMLINE. TRUCK STYLING... COUPE-TYPE CABS... VASTLY IMPROVED VISIBILITY e 

Are FAMOUS VALVE-IN-HEAD TRUCK ENGINE e POWERFUL HYDRAULIC TRUCK BRAKES (Vacuum-Power 


w-Cur- Brake Equipment optional on Heavy Duty models at additional cost) « FULL-FLOATING REAR AXLE on 
Heavy Duty models only (2-Speed Axle optional on Heavy Duty models at additional cost) 
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38 
rent Arc Welders—GEA-3081B ; Single-Phase 


Type 1-30 Watthour Meters—GEA-3114A 7 


Percentage Differential Relays—GEA-3235. 


ro-Key Bookkeeping Machine 
Has Front-Feed Carriage 
T° enable users to capitalize to the fullest 


extent the speed of its non-descriptive ‘ 


bookkeeping machines, Remington Rand has 
equipped one model of its line with front-feéd 
carriage. 

Model 490-ZF, as the new model is called, 
prepares a complete detailed journal as a car- 





Improved Bookkeeping Machine 


bon of the original statement or ledger. The 
journal is back-fed and may be prepared in 
continuous wide roll-or single sheet form. 

The’ new front-feéd’ carriage opens’ auto- 
matically for insertion and removal of forms. 
It closes automatically as the first “entry is 
made, locking the forms into correct posting 
position. The carriage operation encourages 
swift and easy insertion and removal of forms. 
Complete visibility for correct alignment is 
assured by a heavy celluloid line finder which 
extends the full length of the carriage. 

In addition, the machine embodies all the 
features which have for many years made it a 
leader in the speed-posting field—automatic 
printing of day, month and year—automatic 
printing and signalling of debit and true credit 
balances with appropriate*symbol—automatic 
columnar tabulation, etc. The machine's list- 


ing and totalling capacity is 9 columns or up to. 


$10,000,000.00, 


ye ate 
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pur sale .of , electrical appliances in Ala-, 
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—» + Alabama Power Co, Sets. ... 
\ Appliance Sales Record 


bama took a spurt during the summer 
months according to. information,-released by 
the,company:, Sales during one-month (July) 
by the company and electrical appliance deal- 
ers in the tetritory served by it, totaled $562.- 
000 for the month or slightly more than 25 
per cent of the entire volume of $2,000,000 
sold by dealers and the company during the 
lirst seven months of the year. 

The company states that this is an all-time 
high of electrical appliance sales in the terri- 
tory served by it and attributes this volume 
to not only the low rates at which these ap- 
pliances may be used, but also to the intensive 
sales training program it conducts with elec- 
trical appliance merchants, Total sales volume 
of electrical appliances for the year in the 
area served by Alabama Power Company is 
expected to be between 34 and 4 million dol- 
lars. 


Utility Plans Expansion 


Po Service Co. of Indiana, through its 
wholly owned subsidiary, Dresser Power 
Corp., plans construction of a new 50,000- 
kilowatt electric generating unit at Dresser, 
Ind., and two 132,000-volt transmission lines, 
Robert A. Gallagher, president of the Public 
Service Co., announced recently. 

The hew generating and distribution facili- 
ties, involving a total expenditure of approxi- 
mately, $6,400,000, are required’ by increasing» 
demands for electric service. 











‘Electric Production Record 


) ar vias power production in the United | 
States during the third week in August 
advanced to the highest level on record, up to” 
that time, at 2,367,646,000 kilowatt hours, ac- 
cording to the Edison Electric Institute. 
Previous peak production was 2,362,947.000 
kilowatt hours in the week of December 25th 
last year. 
Output swung up against seasonal expecta- 
tions, gaining 1.5 per cent on the previous 
week’s 2,333,403,000 kilowatt hours and 10.7 - 
per cent on 2,138,517,000 a year ago. 


















Robertshaw Appointment 


T= Robertshaw Thermostat Company re- | 
A cently. appointed. W. .F. Cathcart as its 
_Cleyeland representative. Mr, Cathcart is a 













‘HEATING EQUIPMENT THAT ‘WILL 
BEST 


ELECTRIC 
HELP YOU SERVE THE PUBLIC 
Designing, Engineering, Manufacturing of Electric 
Heating Units for Industrial Purposes. 
ACME ELECTRIC HEATING CO., Dept. U 
1217 Washington St., 
Boston, Mass. 















FLETCHER MFG. CO. 
Overhead Construction Materials 
SERVING UTILITIES FOR 60 YEARS 
38 N. Canal St., Dayton, O. | 
























SEPT. 14, 1939 


Mention the Fortnicutty—I/t identifies your inquiry 


































‘september 14, 1939 Public Utilities Fortnightly 39 








\la-, 

by 

i) Unsurpassed for Any 
eal- 

62, - S a S a 

Fs tationary Jervice 
the HE great number of public utility and 
ime private industrial plants that:are using 
TTi- Exide Chlorides for control bus, ex- 
re citer, telephone and similar services, proves 
sive conclusively that in the opinion of plant en- 
lec- gineers these batteries are unsurpassed for 
a stationary service. 

y is Bulletin 204 describing these batteries— 
dol- their unique Manchester positive and Box 


negative plates—is yours for the asking. Write 
for a copy today. 


THE ELECTRIC STORAGE BATTERY COMPANY 


The World’s Largest Manufacturers of Storage Batteries for 
Every Purpose 


PHILADELPHIA 
Exide Batteries of Canada, 








Limited, Toronto 








" COMBINED METERS SANGAMO TYPE HV METERS 


AND TIME-SWITCHES 





The Type HV instruments combine a 
standard singlephase HF watthour 
meter with a synchronous motor time- 
switch—in various switching arrange- 
ments—supplied with or without two- 
rate register. Low cost installation and 
engi 11.62 minimum space requirements make 


2 them desirable for metering and con- 
r Tee TYPE HV-11-A 

its 
is a 





trolling off-peak loads. 


odern Meters for Modern Loads! 


SANGAMO ELECTRIC COMPANY 


SPRINGFIELD, ILLI?t 
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chemical engineer and a graduate of the Case 
School of Applied Science. Before joining 
Robertshaw, he was with the American Gas 
Association Laboratory in Cleveland. 


Commonwealth Edison Plans 
$15,000,000 Program 


HE Commonwealth Edison Company of 
Chicago has agreed to begin $15,000,000 
of plant expansion work upon assurance by 
American Federation of Labor officials that no 
union jurisdictional strikes would interrupt 
the work, according to a recent announcement. 
The expansion program, it was reported, 
contemplates a new power plant at Pekin, 
Illinois, remodeling of the Northwest Avenue 
and Crawford Avenue plants in Chicago, ad- 
ditional installations at the Fisk Street plant 
and power lines from Pekin to the Crawford 
Avenue plant. 


New Oil-Less Circuit Breakers 
Demonstrated by G-E 


wo new oil-less type circuit breakers were 

demonstrated and tested by the General 
Electric Company’s switchgear division at 
Schenectady, N. Y., recently, for approxi- 
mately 250 utility, railroad and industrial 
guests. The tests showed conclusively that 
new air equipments had been developed 
capable of serving in applications limited to 
oil-type breakers heretofore. 

One circuit breaker, called the “Magne- 
blast” because it interrupts its arc magnetically, 
introduces an entirely new principle in the 
technique of fast circuit interruption in air. 
It is designed for use with standard vertical 
lift-type metal-clad switchgear, thereby real- 
izing all the inherent advantages of this type 
of switchgear. The Magne-blast breaker is 
intended for 5,000-volt service at interrupting 
ratings up to 150,000 kva. 

The air-blast breaker is designed for 15,000- 
volt service at interrupting ratings up to 1,500,- 
000 kva. As its name implies, the air-blast 
circuit breaker utilizes a blast of air built up 
under high pressure to interrupt the circuit 
and break the arc. In addition, the high-pres- 
sure air is used to operate the breaker. The 
stream of air removes the arc products, caus- 
ing the circuit to be interrupted at first current 
zero after the contacts have been parted. 

i Troy, commercial vice president of 
the company, stated that he believed the new 
oil-less type switchgear would mark an epoch 
in electrical history. He compared the new 
breakers to such milestones as the Pearl 
Street Station, the first 5,000 kw steam tur- 





ZENITH ELECTRIC CO. 


Automatic Control Equipment 
Magnetic Switches—Time Switches 
Program Clocks—Automatic Timers 

Special equipment made to your specifications. 


603 So. Dearborn St. Chicago, Ill. 











bine for Consolidated Edison, and other past 
achievements memorable in the history of the 
electrical industry. 


Both the air-blast breaker and the Magne. — 
blast breaker are designed to permit standard _ 


arrangement of buses, current transformers, 
mechanical interlocks and associated devices, 
Each breaker is assembled and shipped as a 
single unit. Size of the new oil-less type 
breakers is smaller than that of oil breakers 
in comparable ratings. 


Carrier Current Telephones 
For Power Districts 


"peor current telephone communication is 
now provided over the connecting 115,000 
volt transmission system of the three major 
public power and irrigation districts, accord- 
ing to a recent report issued by the Federal 
Works Agency of the PWA. 

Connections now established are the Loup 
River Public Power District’s central office 
and power house at Columbus and its sub- 
stations at Fremont and Lincoln; the Platte 
Valley Public Power and Irrigation District's 
central office at North Platte and power sta- 
tion south of that city, as well as its sub- 
stations at Elm Creek and Grand Island; and 
The Central Nebraska Public Power and Ir- 
rigation district’s central office and _ substa- 
tion at Hastings, its plant at Johnson Power 
House No. 2, and the offices at the Kingsley 
Dam Site. 

By utilizing the wires of the connecting 
transmission system, the districts now have 
almost instant telephonic contact. This private 
system will also result in a considerable econ- 
omy to the districts which need to be in close 
communication because they are codrdinated 
in their service. 

The method of placing a call is the same 
as over the ordinary telephone. The instru- 
ment used is very similar to the monophone 
desk set used in the home or office. 


Pays $32,570 for New Ideas 


Ee. General Electric Company during the 
first six months of this year paid a total of 
$32,570 to employes who submitted new ideas 
aimed at improving the company’s operations. 
The number of suggestions received this year 
showed a 25 per cent increase over the first 
six months of 1938. There were 15,407 new 
ideas submitted, as against 11,545 a year ago. 


Chicago Office for Riley 


Rage Stoker Corporation, Worcester, Mass., 
announces the establishment of its Chi- 
cago office, Marquette Building, Chicago, Ill. 

The Chicago office will be in charge of A. L, 
Mitchell, Jr., district manager, and Thane R. 
Halstead, assistant district manager. Both Mr. 
Mitchell and Mr. Halstead have had extensive 
technical training and sales engineering ex- 
perience in this territory. 
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or 


TOMORROW'S TREND TODAY 
















IN TRANSFORMERS 













At left: 
Helical type surged gen- 
erator suitable for opera- 
tion indoors or outdoors 











Above: 
Cathode Ray Oscillograph with 
60 KV rectifier and drum type 
molecular pump in addition to 
oil vacuum pump 


Tested in the Factory... 












































o ° 
Proven in the Field! 
Pennsylvania now has the most complete impulse-testing equipment, including 
a surge-generator ample enough to test the highest voltage transformer installed 
on any transmission system. 
This is in line with Pennsylvania’s established policy of continuously provid- 
ing facilities for research and development so important in maintaining the vital 
characteristics of every transformer bearing the Penn- 
sylvania name .. . longer life, greater reliability, 
y lower upkeep! 
4 


TRANSFORMER COMPANY 


1701° ISLAND AVE, 
N.S., PITTSBURGH, PA. 
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P. U. R. DIGEST 


CUMULATIVE 


A Digest That Is Serviced 


The Only Complete Digest of Public Service Law and Regulation 





A WORK OF PRIMARY AUTHORITY CONTAINING THE 
seavontses AND RULINGS OF THE 


United States Supreme Court 
| aaa United States Circuit Courts ae 
of Appeals 
COVERING United ‘States District Courts ALPHABETICAL 
FIFTY YEARS State Courts CLASSIFICATION 
Federal Regulatory OF SUBJECTS 
Commissions 
State Regulatory Commissions A GREAT REVIEW 
Insular and Territorial Regu- 
FE LAW latory Commissions 


AN EXHAUSTIVE 
SURVEY OF 
A GREAT SERVICE 











* WRITE FOR PRICE AND PAYMENT PLANS 


PUBLIC UTILITIES REPORTS, INC. 


Tenth Floor, Munsey Building, Washington, D. C. 
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Whether You Buy A Tankful Of Gasolene 
Or A Carload Of Oil— You Can Be Sure Of 
The Quality Of CITIES SERVICE PRODUCTS 


THE QUALITY of Cities Service gasolenes and oils is guarded every step 
of the way from the oil well to you. For Cities Service Oil Company is a 
completely integrated unit in the oil industry, engaged in all phases 
of petroleum operation .. . production, transportation and refining. The 
finished products, backed by years of refining experience, reach you 
through 16,000 reliable outlets. The Cities Service emblem is your 
guarantee of dependable products and efficient, courteous service. 


Bee 
ITIES SERVICE fire Serves A Nation! 
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Rate Changes? 








THE ONE-STEP METHOD 


OF BILL ANALYSIS 


R & S Bill Frequency Analyzer: developed for our Utility Rate Service. 
The kw.-hrs. billed are entered on the adding machine keyboard. A tape is 
prepared of all items and a ption total lated which serves as a 
control. At the same time—through this single operation—the bill count for 
each kw.-hr. step is made by the electrically controlled accumulating registers. 














Continued rate changes—checking load-building activities— 
need for current customer usage data—all are reasons why 
many companies are using R & S ONE-STEP SERVICE for aon 
analyzing information required in productive rate making. orkh 


Monthly or annual bill frequency tables now produced in a butom 


few days instead of weeks and months. ighter 


is to it. 


Estimates promptly submitted. Such marked savings that analyses now can jj, ae 


be carried on currently for much less than former cost of periodic studies. 


Recording & Statistical Corporation 
Utilities Division a 
102 Maiden Lane, New York,'N. Y. ce | 
' 


Boston Chicago Detroit Montreal Toronto 
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our choice of cam or plate type 
orkholders, both practically 
hutomatic, Set to size, put on pipe, 
tighten one screw—that’s all there 
8 to it. But these 65R’s also thread 
tsizes of pipe with 1 set of chaser 


Public Utilities Fortnightly 


NEW Fel eal 


— price $15.00. 
No. 65R-C, plate type 
workholder, users’ net 
price $14.25. 


dies—no extra sets to carry, lose 
or bother changing. See these new 
all-steel malleable-alloy die stocks, 
with forged tool steel cam plates. 
Better threading, less work, more 
value for your money. Ask you 

Supply House. 


THE RIDGE TOOL CO., ELYRIA, OHIO 
RTs 1b PIPE TOOLs 


This page is reserved under the MSA PLAN (Manufacturers Service Agreement) 





46 Public Utilities Fortnightly September 14, 19 





DO YOU HAVE 


this 


WAGES and HOURS Problem‘ 
































While well-paid hands fumble with dog-eared forms 
or shuffle sticky record cards, expensive accounting 
machines stand idle. Errors creep in to waste time or, 


worse, to aggravate customers. 


You may not believe that misfit paper can add to your 
management problems but a few minutes observation 
will prove it... and a few words to your printer or form 


supplier will cure it. 


Tell him to put your machine bookkeeping forms on 
Weston’s Machine Posting LEDGER and your record 
cards on Weston’s Machine Posting INDEX. These papers 
are made especially for modern machine bookkeeping. 


WESTON’S 


MACHINE POSTING 
Made especially for machine bookkeeping 
in Buff, subs. 24, 28, 32 and 36, and White, 
Blue and Pink, sub. 32. Has 50% rag content 
for strength and durability and a perfect 
surface for smudgeproof typing, easy filing, 
clean erasing; and a one-way grain direc- 
tion that makes forms stand straight in trays 
or binders. Moderately priced. 


WESTON’S 
MACHINE POSTIN 
Index 


Made in Buff, White, Blue, Ecru, Salmona 
Pink in 180 M, 220 M, 280 M and 340 M—bas 
2514 x 3014. Has a ledger finish that tak 
typing clearly; will not smudge and can 
erased repeatedly. Extra strength and sn 
make index tabs stand up without bendi 
or tearing. 


WINCHESTER INDEX comes in the same weigh 
and colors at the same price. 


Write Byron Weston Co., Dept. C., Dalton, Mass., for a new portfolio of specimen 
forms and sample sheets of Weston’s Machine Posting Loduae and for a sample 
book of Weston’s Machine Posting Index. Also for Weston’s Papers, an interest- 
ing publication packed with ideas and information about paper. 


ESTONS PAPER 
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Have you read these 
INTERESTING BOOKLETS? 


-PRESSURE:. CONTACTS 


characterize all 


G1 E swirenne EQUIPMENT 


Hi-Pressure contact, a feature originated by 
Railway and Industrial Engineering Com- 
y, has revolutionized modern switch design. 
Ich contacts are wiped clean of dirt, corrosion, 
al oxides, etc., with each operation and a clean 
bl to metal contact is assured. 





sure is constant, assuring a contact which is 
IN from the arcing or spitting which interferes 
proper radio reception. 





n0n ang original Hi-Pressure contact switches have 


ivi A é P 
it tak giving satisfactory service under all operating Utility executives and manufacturers may find 


| can lations for many years. these three booklets helpful. They tell something 

nd sna of Electrical Testing Laboratories’ facilities and 

hendi suggest ways in which they may be applied to your 
1 e problems. Ask us for them. 








e weigh 


oe ELECTRICAL 
RAILWAY& INDUSTRIAL TESTING 
¢ ENGINEERING CO. LABORATORIES 


RE PA. East End Avenue and 79th Street 
GREENSBURG New York, N. Y. 





Sales offices in principal cities 
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“We're checking sag by the stop watch method. You 
see, there’s more to a good line than just having the 

y best conductors. Sags must be accurate, fittings and O] 
construction right. So when inspecting the line, we check 
the sag, too.” 

That’s why Alcoa engineers feel it their responsibility 
to supply sag and tension data permitting most efficient 
use of A.C.S.R. Fittings recommended for use on rural or 
hi-lines have been proved dependable. The A.C.S.R. sys- 
tem of vibration control is an important Alcoa engineering 
contribution. 

High st®ength, ample conductivity and ability to resist 
corrosion are all built into A.C.S.R. Couple these conduc- 
tors with construction following A.C.S.R. standards and 
you have lines that will stay on the job through sleet, 
cold and high winds. ALumInuM Company OF AMERICA, 
2134 Gulf Building, Pittsburgh, Pennsylvania. 


No G.983.9133 
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HISTORY 
of 54” TRIDENT METER No. 50908 


First installed on April 20th, 1899. It was subsequently 
removed from service five times, the last being on the 
25th of April 1929. 


Results of last test: 





Va OPANINE FS. Lr ee eee 
tes: Meee eee 99.0% 
en ee ee eee 
00 5 SER AT 
1/32" ” REL TUS. - ARS CRT, 


The last time it vas removed it had been in con- 
tinuous service for !! years. It was removed at the 
request of The Neptune Meter Company, in exchange 
for a new meter. 


























Illustration shows modern inter- 
changeable parts inserted in origi- 
nal casing of Trident Meter 
50908 described in test report 


Srident WaterMeters 


You 


= for years of sustained accuracy 








eck 


lity 





po Trident Water Meters can be depended upon for many years 
1 Or 

syS- of accurate service without attention. Then, should repairs 
ng ° ° 

: he needed, modern improved interchangeable parts can be 
na obtained at small cost, that will fit perfectly into the old 
— casings, even tho’ the meters may have been running 20 to 
ICA, 40 years. Trident parts economically renew meter life, pro- 


tect investment valuation, eliminate obsolescence. More than 
514 million Tridents sold, the majority still in service. 


Neptune Meter Company, 50 West 50th Street (Rockefeller Center), 
New York City. Branch Offices in Principal Cities. Neptune Meters, 
Ltd., 345 Sorauren Avenue, Toronto, Canada. 
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NEW MAP 


of the 


PUBLIC POWER PROGRAM 


Announcing the Publication of 


“Federal Financing and Location 


Public Power Projects; 1933-1939” 


the most comprehensive, visual 
presentation ever made of the pub- 
lic power program. The map shows 
accurately the cost and location of 
all federal, district, state and mu- 
nicipal power projects. 


The extensive operations of the 
R.E.A. on a national scale are por- 
trayed for the first time. Few real- 
ize the growth, cost, and signifi- 
eance of this important develop- 
ment. 


A simple color scheme and dis-— 
tinctive symbols, designating the 
different types of projects, facili- 
tate use of the new map. More than 
350 geographic localities in which 
federal funds have been expended 
are clearly indicated. 


Suitable for framing and wall 
use (size 29 in. x 43 in.), the map 
should be ordered now by all those 
interested in the public power pro- 
gram. 


Informative . Complete . Concise . Up-to-date 


Price: $2.00 a copy 


Shipped unfolded in special mailing tube, post- 
age prepaid in the United States and Canada. 


P. U. R. Executive Information Service 


1040 Munsey Bldg. 


Washington, D. C. 
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* * PRODUCTS 


THE SUPERIOR SWITCH BOARD & DEVICES CO. 
CANTON , OHIO 


* gee OOOO AL; i00070G * 





METER ¢ RELAY TEST SWITCHES METER TEST BLOCKS ¢ TABLES 
METER TRANSFORMER ENCLOSURES 


WALL 


BRAZED STEEL DOUBLE. 
JACKETED COMPOUND KETTLE 


A double-jacketed compound kettle for melting 
joint filling compounds. Exceptionally rugged, made 
of heavy steel, with bottom and spouts brazed. Out- 
side jacket completely covers sides, top and spout. 
Complete with double ring on bail for lowering and 
raising in a manhole or on a pole. 

















View of Mulan shine P. WALL MFG. SUPPLY CO. 
ing Double Jacket all PITTSBURGH, PA. 
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RILEY STEAM GENERATING UNIT 


Installed in the plant of 


Central Illinois Light Company, Peoria. Ill. 
(Commonwealth & Southern Property) 


Sen A ee ne a ge 


300,000 Ibs. steam per hour, 900 Ibs. pressure, 875° F. Steam Temperature 


RILEY STOKER CORPORATION 


WORCESTER, MASS. 
TACOMA 


BOSTON NEW YORK PHILADELPHIA PITTSBURGH BUFFALO CLEVELAND ‘DETROIT 
ST. Louis CINCINNATI HOUSTON CHICAGO ST. PAUL. KANSAS CITY Los ANGELES ATLANTA 


COMPLETE STEAM GENERATING UNITS 


BOILERS - SUPERHEATERS - AIR HEATERS - ECONOMIZERS - WATER-OOOLED FUENACE 
PULVEBIZERS - BURNERS - MECHANICAL STOKERS - STEEL-OLAD INSULATED SETTING 
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Copyright 1939, Royal Typewriter Company, Inc., 2 Park Ave., New York 








MORE THAN EVER WORLD'S No. 1 TYPEWRITER 


This page is reserved under the MSA PLAN (Manufacturers Service Agreement) 











Public Utilities Fortnightly 





September 14, 193) epte 

















Interpreting issues 


Here is a new book that will help the business man to 
arrive at sound viewpoints concerning the ever more im- 
portant questions of public utility regulation. The book 
supplies the necessary analysis of the nature and extent of 
regulation today—critically and impartially considers tts 
economic significance. 


Public Utility Regulation |* 


Marshalling the facts— 


and trends— 











of 
By G. Lloyd Wilson, Professor of Transportation and Public po 
Utilities, University of Pennsylvania bu 
James M. Herring, Assistant Professor of Geography and ar 
Public Utilities, University of Pennsylvania , 
and Roland B. Eutsler, Professor of Economics and Insur- Pa 


ance, University of Florida 
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Chapter Headings 


Regulation before the Estab- 
lishment of State Commissions 
State Versus Local Regulation 
Regulation by State Com- 
missions 

Regulation of Accounting and 
Reporting 

Rate Regulation 

The Valuation of Public Util- 
ities 

Fair Return 

Depreciation 

Regulation of Service 


. Regulation of Security Issues 
- Regulation of Holding Com- 


panies 
. The Federal Government and 





the Public Utilities 


- Regulation of Motor Transpor- 
tation 
. Federal Regulation of Inter- 


state Commerce in Gas and 
Electricity 


. National Power Policy and the 


16. 
a7; 
18. 


Federal Power Commission 
Federal Power Projects 
Rural Electrification 
Federal Regulation of 
munications 


Com- 


. Government Ownership 








571 pages, 6 x 9, $4.00 











This book does the job of research for the man who wan 
a full, detailed picture of the regulation situation. It is 
correlation and analysis of facts from laws, records, cot 
decisions, the literature, and other sources that have a be: 
ing on the case. It represents the complete, integrated stot 
—the history, the extent, the significance, the trend, of publ 
utility regulation in the United States. ; 


i 
) 
é 











You will appreciate the pertinently critical discussion of : 


—the emergence of regulation and its development through the 
commissions pattern 


—the problems of state versus local regulation 

—the issues involved in regulation of accounting and reporting, rates 
and valuation for rate-making, rate of return, depreciation, service, 
security issues, etc. 

—the expanding role of the Federal Government in utility control, and 
its value in terms of the possibilities of sounder regulation 


—Governmental experiences in undertaking power projects and pro 
moting rural electrification 


—their significance as instances of national economic planning 
—the issues of governmental versus private ownership 


Order from 


PUBLIC UTILITIES REPORTS, INC. ¢ 
MUNSEY BLDG. WASHINGTON, D. 
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Wide Acceptance 


with UTILITIES— 


GMC TRUCKS ; 


1 TO 15 TONS 
STANDARD ON C.O.E. TYPES 


10 DIESEL MODELS ad 





Utilities favor GMCs in all truck capacity 
brackets—from the smallest truck to the larg- 
est. In nearly every state in the Union—if 
not in every state—public utilities own and 
favor GMC’s standardized truck design (in- 
herently the same through the whole range 
of models). Not only do GMCs have more 
power than al other trucks, size for size, 
but they give infinitely better gas savings, 
and they look better, too. Yet, GMC 
prices are down, crowding the very lowest! 
Our own YMAC Time Payment Plan assures you 


of lowest available rates 


¢ THE TRUCK OF VALUE + 














GMC TRUCKS "32: 
- DIESELS 
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PROFESSIONAL. DIRECTORY 


* . These pages are reserved for engineers, accountants, rate experts and others equipped 
to serve utilities in all matters relating to rate questions, appraisals, valuations, special re. 
ports, investigations, design and construction. « « < « < 














THE AMERICAN APPRAISAL .GOMPANY 


INVESTIGATIONS « WALUATIONS ¢ REPORTS 
PROPERTY EXAMINATIONS AND STUDIES for 
ACCOUNTING AND REGULATORY REQUIREMENTS 

CHICAGO - MILWAUKEE - NEW YORK + WASHINGTON + And Other Principal Cities 











pene JOU), Bacon s Davis, enc. mez» oom 


CONSTRUCTION Enai APPRAISALS 
OPERATING COSTS wpnects INTANGIBLES 
VALUATIONS AND REPORTS 


CHICAGO PHILADELPHIA NEW YORK LOS ANGELES WASHINGTON 








LIVINGSTON, MceDOWELL & CO. 
CERTIFIED PUBLIC ACCOUNTANTS 
117 SOUTH 17TH ST. PHILADELPHIA, PA, 


D. M. LIVINGSTON, C. P. A. ( PA.) C. WHITFORD MCDOWELL, C. P. A. (PA.) (MD.) 
Former Member: feats Member: 
Pennsylvania Public Utility Commission Amotiah tesiinsia tt diianean 


ember: 
Pennsylvania Institute of Certified Public Acc< Pennsylvania Institute of Certified Public Accountants 


Audits 
Taxes 


Utility 
Consultants 











J. H. MANNING & COMPANY 


120 Broad Field Buil 
0 Broadway = ENGINEERS wae 


Business Studies Financing Valuations 
New Projects Purchase—Sales Reorganizations 
Consulting Engineering Management Mergers 


Public Utility Affairs including Integration 








SANDERSON & PORTER 


ENGINEERS 


VALUATION DEPARTMENT 
APPRAISALS AND RATE QUESTIONS 


CHICAGO NEW YORK SAN FRANCISCO 













































te 


may 


Kin 

















ipped 
ial re- 


Ls 


J 


{D. ) 


ants 


| | 


co 


14, 19 beptember 14, 1939 


Public Utilities Fortnightly 





PROFESSIONAL DIRECTORY (concluded) 









BLACK & VEATCH 


CONSULTING ENGINEERS 


Appraisals, investigations and re- 
ports, design and supervision of con- 
struction of Public Utility Properties 


4706 BROADWAY KANSAS CITY, MO. 


JACKSON & MORELAND 
ENGINEERS 


PUBLIC UTILITIES—INDUSTRIALS 
RAILROAD ELECTRIFICATION 
DESIGN AND SUPERVISION—VALUATIONS 
ECONOMIC AND OPERATING REPORTS 


BOSTON NEW YORK 




















EARL L. CARTER 


Consulting Engineer 


REGISTERED IN INDIANA, NEW YORK, OHIO, 
PENNSYLVANIA, WEST VIRGINIA, KENTUCKY 


PUBLIC UTILITY 
VALUATIONS AND REPORTS 
814 Electric Building Indianapolis, Ind. 








JENSEN, BOWEN & FARRELL 


Engineers 
Ann Arbor, Michigan 


Appraisals - Investigations - Reperts 
in connection with 
rate inquiries, depreciation, fixed capitel 
reclassification, original cost, security issues. 














CHENEY AND FOSTER 


Engineers and Utility Consultants 


61 BROADWAY NEW YORK 








SLOAN & COOK 
CONSULTING ENGINEERS 


120 SOUTH LA SALLE STREET 
CHICAGO 


Appraisals—Original Cost Studies 
Depreciation, Financial, and Other Investigations 











Francis §,. HABERLY 
ENGINEER 


Appraisals—Property Accounting Reports 
—Cost Trends 


122 sOUTH MICHIGAN AVENUE, CHICAGO 








J. W. WOPAT 


Consulting Engineer 
Construction Supervision 


Appraisals—Financial 
Rate Investigations 


1510 Lincoln Bank Tower Fort Wayne, Indiana 

















Representation in this Professional Directory 
may be obtained at very reasonable rates. 
Kindly address inquiries to: 


ADVERTISING DEPARTMENT 
Public Utilities Fortnightly 
1038 Munsey Building 
Washington, D. C. 


P. U. R. Question Sheets 
An educational opportunity for public utility 
men. Ten questions and answers on practical 
financial and operating problems every two 
weeks. Annual subscription $10.00. 
Public Utilities Reports, Inc. 
Munsey Bldg., Washington, D. C. 
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INDEX TO ADVERTISERS 


The Fortnightly lists below the advertisers in this issue for ready refer- 
ence. Their products and services cover a wide range of utility needs. 
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Acme Electric Heating Co. 
Aluminum Company of America 
American Appraisal Company 





B 


*Babcock & Wilcox Company, The 
Barber Gas. Burner Company, The ... 
Black & Veatch, Consulting Engineers 
Burroughs Adding Machine Company 


Cc 


Carpenter Manufacturing Company 
Carter, Earl L., Consulting Engineer 
Cheney and Foster, Engineers 
Chevrolet Motor Division of General 
Sales Corp. 
Chicago Wheel & Mfg. Co. 
Cities Service Petroleum Products .... 
Cleveland Trencher Company, The .... 
*Collier, Barron G., Inc. 
Combustion Engineering Company, Ince. ... 
*Corcoran-Brown Lamp Division 
Crescent Insulated Wire & Cable Co., Ine. 
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Davey Tree Expert Company 
*Dillon, W. C. & Co., Ine. 
Dodge Division of Chrysler Corp. 
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Egry Register Company, The ...................... 
Electric Storage Battery Company 
Electrical Testing Laboratories 

Elliott Company 

Esleeck Manufacturing Company 
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Fletcher Manufacturing Company 
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General Motors Truck & Coach Division 55 
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International Harvester C I y, Ine. 
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Johns-Manville Corporation 
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Kerite Insulated Wire & Cable Company, Inc, 
h 26 
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Kinnear Manufacturing Company, The ......... 35 
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Lincoln National Life Insurance Company, The 22 
Livingston, McDowell & Co. . 56 
Lumbermens Mutual Casualty Co 
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Manning, & H. & Company 
Merco Nordstrom Valve Company 
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Nation’s Business 
National oral Company, Ine. 
Neptune Meter y 

Newport News ohipteitaing & Dry Dock Com- 16 
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Pennsylvania Transformer Company ... 
Pittsburgh Equitable Meter Company ... 
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Railway & Industrial Engineering Company .... 
Recording & Statistical Corp, .............-2....:cccesesmeo 44 
Remington Rand, Inc. 
Ridge Tool Company, The 
Riley Stoker Corporation ... 
Robertshaw Thermostat Company . 
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Sanderson & Porter, Engineers .. 
Sangamo Electric Company ... 

Silex Company, The 

Sloan & Cook, Consulting Engineers 
Superior Switchboard & Devices Co., The 
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Vulcan Soot Blower Corp. 
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Walker Electrical Co. 
Wall, P., Mfg. Supply Co. 
Weston, Byron Company .... 
Wopat, J. W., Consulting Eng 
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Zenith Electric Co. 
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O you've real help in selling 
commercial equipment! 


commercial cooking salesman and every kitchen 
house, important hotel, restaurant and institu- 
your lines should have a copy of this manual. 
rings together under one cover the latest devel- 
hts in commercial gas equipment. It points out 
dden losses which obsolete cooking equipment 
It proves, from the records of successful opera- 
t modern gas equipment quickly pays its way 
food and labor savings as well as increased cus- 


satisfaction. 


FULL OF FACTS AND IDEAS! 


E MAKING 
IHow modernized gas equipment makes better coffee at 
ower cost 
M TABLE OPERATION 
low controlled heat in steam tables improves quality 
of food 
FAT FRYING 
How better fried foods can be prepared with the modern 
gas-fired deep fat fryer 
INKAGE 
low shrinkage is reduced and profits increased by the 
odern gas range 
REVOLUTION IN BAKE OVENS 
low the bake oven has been changed to meet the needs 


of today’s kitchen 
DEMAND FOR STERILIZATION 


How the demand can be met completely and economi- 
lly with modern gas appliances 


FREE ROBERTSHAW thermostat comPANY 


Losses will be supplied COMMERCIAL DIVISION SALES. OFFICE 
30 CHURCH STREET, NEW YORK 


as companies. Write for ee 
4 FICE, YOUNGWOOD, PA 


today for examination. 
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IT CAN’T HAPPEN N 


ITH all these modern tools for distribu- 

tion—with. new findings on just how to 
use them, no longer will the system grow in 
one place, and the /oad in another. The 
days of non-revenue producing investment 
in substation equipment are rapidly fading. 


Why did such a condition come about? 
Because during the period of rapid load 
growth, when substations were literally 
mushrooming: into existence, engineers were 
continually mindful that, with the tools then 
available, the larger the substation, the 
lower the cost per kva. To gain this economic 
advantage, they attempted to anticipate 
load-growth by installing the largest sub- 
station they thought could be used within a 
certain period. 


In’some cases, as one would expect, the load 
just didn’t materialize. Other times the load 
increase came at a distance too far away to 
give good voltage regulation. 


To serve these distant loads meant mew gub- 
stations, and sometimes more underloaded 
equipment. 


But today the distribution engineer has 
new tools to use! He has unit substations 
which allow him to add substation capacity 
in small increments, and to move his entire 
unit in. case the load center shifts. And he 
has a variety of voltage regulators and pole- 
type capacitors to make possible the utiliza- 
tion of existing investment to serve loads 
at some distance from the substation. 


Truly, it can’t happen now! Substation 
investment gets to be more exact, more 
economical, more profitable—thanks to these 
new products. These. results of our continual 
efforts to assist in the solution of your prob- 
lems are some of the tangible returns—exira 
returns—which come with your every put 
chase of General Electric equipment. 





_ GENERAL @ ELECTRIC 


